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Capital Appropriations: High and Steady 


The recent high rate of capital appropriations was 
maintained in the fourth quarter of 1959, but there 
was little sign of further advance. New appropria- 
tions rose 40% over their year-earlier level for the 
fourth consecutive increase, but the fourth-quarter 
gain was smaller than those posted in the two 
preceding quarters. Both backlogs and spending 
continued to rise, and the volume of cancellations 
was smaller than at any time in survey history. This 
fifteenth report in The Conference Board's quarterly 
survey of the 1,000 largest manufacturing com- 
panies, sponsored by Newsweek, draws upon data 
for 586 cooperating firms. In addition to a detailed 
consideration of fourth-quarter developments, the 
report contains a review of capital appropriations 
trends for 1959 as a whole and compares them with 
those In W955.5)a eisisies b.chs aye osteisi ele eile DOGE al 


Directors’ Compensation and Retirement— 
this month’s Survey of Business Opinion and 
Experience 


Directors’ fees have shown a slight increase during 
the past two years, according to reports from 285 
cooperators in this latest addition to the Board's 
continuing study of directors’ compensation. Data 
from participating manufacturing firms indicate that 
about one in six companies has increased the per 
meeting fee paid to directors. The most common 
remuneration remains $100 per meeting, while 
annual retainers for directors are becoming more 
widespread among respondent firms. A_ trend 
toward compulsory retirement of directors is also 
discernible; eighteen companies report their adop- 
tion of compulsory retirement policies since 1958. 
But such formal retirement of directors remains the 
minority practice among the firms surveyed . page 15 


to the impact of falling securities prices, spending in 
both the personal and business sectors during much 
of the first quarter was not commensurate with the 
available income flow. The high level of output 
reached in early 1960 has thus been accompanied 
by an extremely high rate of inventory accumula- 
tion. And a considerable spread between bond and 
stock yields, normally associated with inflationary 
expectations, persists at a time when the expecta- 
tions themselves appear to have weakened. First- 
quarter figures, however, show business conditions 
on the whole quite good, with employment at a 
record rate, sustained production activity, and a 
strong expansion of total national output. . page 20 


Steel, Autos Buttress Metalworking 
Appropriations 
Substantial appropriation gains in the basic iron and 
steel and motor vehicle industries were responsible 
for an appreciable increase in metalworking appro- 
priations in the fourth quarter of 1959. Total ap- 
provals were 55% above the year-earlier amount. 
This rise continued a year-long advance in funds 
earmarked for industrial expansion and moderniza- 
tion. Metalworking appropriations for 1959 as a 
whole exceeded the 1958 total by about 95% and 
rose one sixth above their 1957 level. In the fourth 
quarter, however, approvals in the industries outside 
basic steel and motor vehicles continued the deceler- 
ation begun in the preceding quarter. Most notable 
was the pause in the year-long upsurge in the 
electrical and nonelectrical machinery industries, as 
well as cutbacks in the nonautomotive transportation. 
equipment industries. This latest report in the Board’s 
continuing survey, financed by Iron Age, presents 
three years’ perspective on capital investment antici- 
pations in thirty-eight metalworking industries. 


Compensation schedules.......... page 34 page 24 

Business Highlights: In Search of a Trend Business Bookshelf... ... pages 14, 18, 19, 33 

The second quarter of 1960 is about to witness a Business Forecasts................. page 19 

“tug of war’ between business sentiment and Selected Busi Indicat 42 
underlying trends, with the latter stronger at present. seh Ni aatahirtah lag th bo 22° page 

Owing in part to severe winter weather and in part Mergers and Acquisitions........... page 44 
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1959 vs. 1955: Approvals Compared 


During the first three quarters of 1959, adjusted 
appropriations (excluding steel) rose at a steady and 
rapid rate, equal to the rate of increase in the same 
period of 1955. While the 1959 increases in the durables 
sector were smaller than those in 1955, increases in 
nondurables appropriations were substantially greater. 
The upturn in nondurables approvals occurred at an 
earlier stage in the present cycle than in the previous one. 

In the fourth quarter of 1959, there were declines in 
adjusted approvals in both the durables and nondura- 
bles sectors when steel is excluded from the comparisons. 
Thus, by the end of the year, total approval gains in 
1959 were not so great as in 1955, when there was no 
fourth-quarter decline. It is noteworthy that in the final 
quarter of 1955 the rise in adjusted approvals was very 
slight, while durables approvals declined significantly. 
The fact that the appropriation upswing was resumed in 
the first quarter of 1956 should temper any speculation 
that the latest downturn in fourth-quarter approvals 
(excluding steel) necessarily means that the appropria- 
tion upswing is at an end, especially since effects of the 
recent steel strike have almost surely played a role in 
stemming the upward movement in approvals. 

In the steel industry itself, adjusted approvals in the 
second half were more than a fourth below the first-half 
level, compared with a second-half gain of comparable 


proportions in 1955. The recent decline in steel ap- 
provals is, however, no sure harbinger of further de- 
clines, given the economic uncertainties and reduced 
profits caused by the strike in the second half of the 
year. But the fact that the long lead time between 
appropriations and spending that characterizes the steel 
industry is conducive to making the biggest plans at a 
relatively early stage of the cycle suggests that the peak 
in steel approvals may have already been reached. 

The industrial pattern of approvals in 1959 differs 
markedly from that in 1955. While 1959 approvals in 
nondurables were slightly above the 1955 level, the rate 
in durables was 18% below the 1955 rate. Appropria- 
tions by the nonferrous metals and transportation 
equipment industries in 1959 were less than half their 
1955 total. These two industries accounted for most of 
the difference between appropriations in 1955 and 1959. 
There were also several industries with 1959 approvals 
of 10% to 15% below 1955 levels: iron and steel, stone, 
clay, and glass, and fabricated metals. Both nonelec- 
trical and electrical machinery were up a fourth. 

Total nondurables approvals in 1959 were about 3% 
higher than in 1955. Significant increases in approvals 
were registered in food, chemicals, and rubber products. 
Both paper and petroleum had lower appropriations in 
1959, while textiles were at about the 1955 level. 


CAPITAL APPROPRIATIONS: HIGH AND STEADY 


1,000 leading manufacturing companies main- 
tained the high rate of recent quarters, but showed 
little sign of further advance. The year-to-year rise in 
new approvals, while substantial, was lower than the 
advances registered in the second and third quarters. 
The pace of backlog gains, however, increased in the 
fourth quarter, with cancellations fewer and capital 
expenditures still somewhat impeded by steel shortages. 
Steel industry appropriations rebounded sharply, fol- 


YOURTH-QUARTER capital appropriations of the 
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lowing the severe strike-induced dip in the third 
quarter. Strength in steel approvals tended to offset 
weakness in some other industries, thus maintaining 
earlier high levels of appropriations. 

This report is the fifteenth in a continuing series of 
quarterly reports on capital appropriations conducted 
by Tue ConFERENCE Boarp with the financial sponsor- 


Fifteenth Quarterly Report 
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ship of Newsweek.1 The numerical data in the present 
study are identical with those in the December, 1959, 
Business Record except for minor revisions in the third- 
quarter figures. As in other reports in this series, all 
tables and calculations are based upon identical com- 
pany returns to ensure consistency. (For data back to 
1955 not shown in this report see The Business Record, 
September, 1958, and December, 1958.) 


A Year of Gains 


The 500 companies furnishing appropriations data for 
the past five years reported a 40% boost in new ap- 
provals over the same quarter in 1958. This was the 
fourth successive such rise, but was smaller than the 
year-to-year gains of 43% and 54% scored in the second 
and third quarters, respectively. For the first time since 
early 1958, a year-to-year change in appropriations has 
failed to show improvement over the change in the pre- 
ceding quarter. 

Capital spending was up 18% from the year-ago 
quarter. This rise, the first in more than two years, was 
the result of earlier gains in appropriations and back- 
logs. Both the durable and nondurable industries shared 
in the gain. 


A Seasonal Advance 


New appropriations rose 17% from the third to the 
fourth quarter of 1959. While the increase in the dura- 
bles sector was greater than seasonal, nondurables ap- 
provals declined contraseasonally. For manufacturing 
as a whole, therefore, the fourth-quarter rise was of 
roughly seasonal dimensions. 

The steel industry can be excluded from these com- 
parisons because it exhibits a strong seasonal pattern in 
the third and fourth quarters, which has been further 
influenced by strikes in 1956 and 1959. Excluding steel, 
fourth-quarter approvals declined 6%, the largest such 
fourth-quarter drop in the history of the survey. On this 
basis appropriations in both the durables and nondura- 
bles industries fell in the fourth quarter of 1959. 


Percentage Changes in Approvals from Third to Fourth 


Quarters 
1955 1956 1957 1958 1959 

All manufacturing.............. 28 16 15 28 17 

Durables22 Se. 5. wes Me. aay 29 73 29 35 46 

Nondurables: 1.5 ..0....005-- 28 —21 6 22 — 8 
Excluding steel ; 

All manufacturing............ ll —1 14 34 — 6 

Durables 5. ote: eee tee! — 7 40 32 57 —I11 


On a seasonally adjusted basis, new appropriations 
rose slightly in the fourth quarter. Adjusted approvals 
rose very modestly during last year, with the final 
quarter less than 5% above the first quarter. The 1959 
rate of approvals, though steady during the year, repre- 

1 The initial study, presented in The Conference Board Business 
Record for October, 1956, described in detail the broad purposes of the 


survey, the techniques employed, and the major limitations surround- 
ing the results 
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adjustment factors are preliminary 


Source: The Conference Board 


sented an advance of more than 50% over the early-1958 
trough and was one third above the highest rate at- 
tained during 1958. 

Approvals in durable goods industries rose signifi- 
cantly in the fourth quarter, after seasonal adjustment. 
This was primarily owing to the sharp hike in steel 
industry approvals; the rest of the durables sector cut 
adjusted approvals by close to 30%. Adjusted approvals 
in nondurables fell slightly in the fourth quarter, but 
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were still up a sixth from the first-quarter rate and were 
three fifths above the trough of early 1958. 


Backlog Build-up Quickens 


Seasonally adjusted changes in backlogs can be com- 
puted by subtracting seasonally adjusted expenditures 
and cancellations from adjusted appropriations. On this 
basis, backlogs rose sharply for the fourth successive 
quarter. Roughly equal amounts have been added to 
backlogs in all four quarters of 1959. In both the dura- 
bles and nondurables sectors, the fourth-quarter in- 
crease in backlogs was greater than in the preceding 
quarter. 

The backlog build-up thus far can be compared with 
the liquidation of backlogs that occurred in 1957-1958. 
The 1959 additions to backlogs have replaced only 42% 
of the backlogs liquidated in the period beginning in the 
second quarter of 1957 and ending in the fourth quarter 
of 1958. The rate of backlog addition in 1959 was 
roughly half the 1955 rate and was a seventh lower than 
the rate in 1956, a year of declining appropriations. 


Cancellations Drop 


Cancellations, seasonally adjusted, were at less than 
half the third-quarter rate, far below the corresponding 
year-ago quarter and the lowest in the history of the 
survey. This sharp reduction in cancellations was largely 
responsible for the increased backlog accumulation in 
the fourth quarter. 


Profits Higher 


Trends in appropriations and in profits, profit mar- 
gins, and liquidity are closely associated. Gains in 
manufacturers’ approvals were smaller in the fourth 
than in the third quarter, following a third-quarter 
. reduction in the rate of growth of profits. 

According to the Federal Trade Commission and the 
Securities and Exchange Commission, third-quarter 
profits in manufacturing were up 15% from a year ago, 
/ as compared with a 71% gain in the second quarter. 
And the sharp increases in profit margins reported 
| earlier in the year were much reduced in the third 
quarter. In both durables and nondurables, net profits 


Net Profits, after Taxes, as Percentage of Sales 


1957 1958 1959 
TRIO EY. ek Le LVR WE a td TIT 
BOS a oncge a 5.1 5.0 4.7 44 3.4 38 44 49 4.7 5.5 4.6 
Durables. .... 62524642 3.1 36 40 4.9 48 5.9 4,1 


Nondurables.. 5.1 4.9 4.8 4.7 3.8 4.0 4.7 4.9 4.7 5.1 6.1 


Sources: Federal Trade Commission; Securities and Exchange Commission 


registered 15% gains in the third quarter, compared 
with second-quarter increases of more than 100% in 
durables and 40% in nondurables. 
Manufacturing profits in the fourth quarter were 11% 
below the year-ago figure, according to the First Na- 
tional City Bank’s preliminary figures. In the third 
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quarter, profits had been 5% above the year-ago quarter. 
The reduced fourth-quarter figure can be attributed at 
least in part to steel shortages stemming from the steel 
strike. 


Liquidity Level 


Liquidity, as measured by the ratio of cash and 
federal securities to current liabilities, was unchanged 
from the second to the third quarter and was up slightly 


Ratio of Cash and Government Securities to Current 


Liabilities 
1957 1958 1959 
Te OLE. TLE LV: T CTPA TTI IV TO TE PTEL 
Allin giaerisers« 61 51 52 55 .53 .55 56 62 .68 .57 .57 
Durables..... AY AT 49 51 .51 53 .55 60 .57 65 .57 


Nondurables.. .58 .58 .55 59 .56 .57 .58 .64 .60 .60 .57 


Sources: Federal Trade Commission; Securities and Exchange Commission 


from the year-ago level. Third-quarter liquidity was at 
a higher level than at any time since 1955. 


Smaller Gains in Approvals 


New appropriations in the fourth quarter were 40% 
above the year-ago quarter, the fourth consecutive such 
advance. This latest year-to-year gain was smaller than 
in the two preceding quarters, thus reversing the trend 
toward larger year-to-year increases. However, the ap- 
propriations recovery had been clearly under way by the 
fourth quarter of 1958, so that the present comparison 
is with a period of relatively higher approvals. 

The total year-to-year gain in appropriations was 
shared about equally by the durables and nondurables 
industries. Durables approvals were up 49% from a year 
earlier, while nondurables were up 33%. The gain in 
durables was larger than that in the third quarter, while 
the nondurables advance was smaller. Excluding the 
steel industry, however, fourth-quarter approvals in the 
hard-goods group were only a seventh above the same 
quarter a year earlier. On this basis, the hard-goods 
industry approvals had doubled in the third quarter. 

In the final quarter of last year, four industry groups 
reported lower appropriations than a year earlier: non- 
electrical machinery, food, textiles, and miscellaneous 
nondurables. Only three industries had greater gains or 
smaller losses in the fourth quarter than in the third— 
steel, petroleum, and miscellaneous nondurables. The 
year-to-year gains were most heavily concentrated in 
the steel and chemical industries, which together ac- 
counted for 70% of the total increase. 


The Year as a Whole 


Approval gains in 1959 had different timing in differ- 
ent industries, some gaining earlier in the year and 


- others later. For a clearer picture of the magnitude and 


industrial pattern of the gains, it may be helpful to 
compare appropriations for the year as a whole and for 
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1956 1957 1958 1959 
COMPARED COMPARED COMPARED COMPARED 
HOVI55 TO!956 TO1957 TO 1958 


Distribution of 500 companies reporting higher or lower appropriations compared with 
year-ago quarter 


Source: The Conference Board 


each half with the corresponding periods a year earlier. 

In 1959, approvals were 43% greater than in 1958. 
Durables advanced 61% over the 1958 rate, while 
nondurables were up 30%. All but one of the fifteen 
industrial groups (miscellaneous nondurables was the 
exception) had greater appropriations in 1959 than in 
1958. Gains of more than 100% were made in nonferrous 
metals and rubber, and six other industries had increases 
in excess of 50%. The smallest gains were in petroleum 
(8%), fabricated metal products (14%), and nonelec- 
trical machinery (18%). 


Half-by-half Comparisons 


In the first half of the year, gains were heavily con- 
centrated in the durables sector, which chalked up a 
79% gain over the same period a year earlier, compared 
with 17% for nondurables. In the second half, however, 
gains were more evenly divided, with nondurables up 
48% and durables up 44%. Thus the gains in nondura- 
bles increased during the year, while the durables rate 
fell. Even excluding the steel industry from the com- 
parisons, the 48% year-to-year increase scored by the 
durables industries in the second half was well below the 
75% gain in the first half. 

A few industries showed significant changes in the 
first and second halves of the year. Nonelectrical ma- 
chinery reported a 71% rise in the first half over the 


preceding year, and a drop of 16% in the second half. 
A year-to-year gain of 35% in first-half food industry 
approvals was turned into a 1% decline in the second 
half. Similarly, the steel industry, after scoring an 86% 
rise in the first half, gained only 38% in the second half. 
On the other hand, the approval -pace in the important 
chemicals industry quickened in the second half, ad- 
vancing 124%; the first-half gain was only 18%. The 
paper and electrical machinery industries both boosted 
their year-to-year gains from about 50% in the first half 
to about 100% in the second half. 


Diffusion Dips Again 


The 500 companies reporting appropriations for the 
past five years have been classified into three categories: 
firms with increases, those with decreases, and those 
reporting no change in appropriations from a year 
earlier. Here each is counted as one unit, without regard 
to the size of its appropriations. 


Percentage of Companies with Higher and Lower 
Appropriations 


TIT ALY Te lle Allie LY, DOLL, AED AEY, 
752) 207” D8) 2768 78 08. A 09 5 OU Ooo 


756 7°56 «4°67 °6Y °57 67 °68 *58 °68 "58 

All mfg 

Higher ec ia. one 39 39 31 33 44 52 63 67 60 56 

Lower: Soe! 203 54° 57 65 62 49 44 oo” LT SS piss 

Nochange.... 7 4 Al 92950 VT 4 Ay 0/685 
Durables 

Higher... 3..5:5% 35 37 28 29 42 52 64 70 61 55 

TOWER ects a6 57 60 69 66 49. 44 33 25 30 40 

Nochange .... 8 3 NB riebiv~ Orage 4.6 ORNS: 
Nondurables 

Higher! 23h. 42% 45 41 36 387 46 51 62 64 58 58 

Lowers: 2... 51 54 60 57 48 44 34 30 36 37 

No change..... 4 5 AGG 4 6 6 6& 


Fifty-six per cent of the companies reported higher 
appropriations in the fourth quarter of 1959 than a year 
earlier. This was the second consecutive decline in the 
diffusion, which had reached a peak of 67% reporting 
gains in the second quarter of 1959. 

The diffusion fell sharply in durables but remained 
steady in nondurables. In the durables sector, only 55% 
of the companies reported year-to-year gains in appro- 
priations in the fourth quarter, compared with 61% in 
the third and 70% in the second quarters. The propor- 
tion of nondurables companies with higher appropria- 
tions was 58% in the fourth quarter, the same as in the 
third quarter but below the second-quarter peak of 64%. 

The decline in: diffusion was also reflected in the 
number of industries with lower appropriations than a 
year earlier. In the second quarter, only one industry 
was below its year-ago approvals rate; in the third 
quarter three industries were. And in the fourth quarter 
this number rose to four. Comparing year-to-year 
changes posted in the fourth quarter with those posted 
in the third quarter, only three industries showed rela- 
tive improvement, that is greater gains or smaller losses. 
There were five industries showing such improvement in 
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the third quarter compared with the second, and thir- 


teen industries in the second as compared with the first. 

In the third quarter, the decline in the number of 
companies and industries showing gains was not paral- 
leled by a smaller year-to-year gain in total dollar 
appropriations. But in the fourth quarter, the year-to- 
year gain in total appropriations was smaller than in the 


_ preceding quarter, thus confirming earlier indications of 
_a slowing rate of growth in approvals. 


Backlogs Rise Further 


Backlogs at the end of 1959 were one third higher 


than a year earlier, the third such successive rise. In 


durables, backlogs rose 31%, their fourth straight in- 


crease. In the nondurables sector, backlogs were up 


35%, their third straight gain. 


Percentage Changes in Outstanding Appropriations 


ibe 34% ibe Sb HNO ESAS I I Wliv 

"67°57 5G DS OS OS 59°59 °59 °69 

"66 56 467 0 757.) 67. | P57. "68°58 °58 ’58 

All mfg....... —1ll -—20 —31 —34 —31 —23 — 4 10 22 33 
Durables... —15 —25 —35 —34 —27 —16 10 17 22 31 
Nondurables — 6 —14 —26 —34 —35 —31 —18 1 21 35 


Only three industries reported lower backlogs than a 
year ago: nonelectrical machinery, fabricated fmetals, 
and miscellaneous nondurables. The largest backlog 
gain was scored in the rubber industry, up 142% from a 
year ago; and gains of 50% or more were posted by 
transportation equipment, stone, clay and glass, and 
chemicals. 


Backlog Diffusion Up Slightly 


Further perspective is added to backlogs when the 500 
companies are counted as units. In the fourth quarter 


of 1959, backlogs higher than a year earlier were re- 
. ported by 58% of the companies. This total was slightly 


higher than the 56% so reporting in the third quarter 


Percentage of Companies with Higher and Lower Backlogs 


WI Iv Te MLE LITE TY: I id til Iv 
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6°66 49°67 "67 67 67 *68 68 "68 °68 

All mfg. 

Higher Asano <i 38 33 28 29 31 38 50 58 56 68 

OWED. Mages. 22s 58 61 68 66 63 54 44 87 387 34 
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Durables 

Higher foie. 3. \3 - 35 29 23 26 30 37 63 58 656 58 

Lower.......... 60 64 72 68 64 53 40 36 87 33 

No change....... lie 4 i 56 6 6 10 "7 6 7 10 
Nondurables 

Bigher seh 2 ovis. 42 40 83 31 32 40 45 58 56° 58 

Lower... 30%: 55 55 64 64 62 55 60 38 38 36 

No change....... 3 5 SOOO 5 4 5 6 


and was equal to the previous high reached in the 
second quarter. Thus the backlog diffusion has been 
steady for the past three quarters. 


Backlog Rates Higher 


The backlog rate in the fourth quarter was higher 
than a year earlier for the sixth consecutive time. (This 
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Source: The Conference Board 


rate is defined as the number of quarters the appropria- 
tion backlog would last at the current rate of spending 
or commitment.) In the durable goods industries the 
backlog rate rose in the fourth quarter to a level higher 
than in any previous fourth quarter in the history of the 
survey. The backlog rate in nondurables was also above 


Number of Quarters of Commitment or Expenditure 
Represented by End-of-quarter Backlog 


1957 1958 1959 
PiPAriey, dO dE TT Ae Ey eh PT ed 

All mfig...... 3:2 25 $8.7 32 83 28 4:1 3:55 3.8 3.2 
Durables... 3.6 2.9 4.3 4.2 46 40 53 43 5.0 4.1 
Nond’bles.. 2.8 22 3.3 26 25 20 32 28 29 24 


the year-ago rate, but was below the fourth-quarter 
rates of 1955 and 1956. The industries with the most 
marked gains in backlog rates over the fourth quarter of 
1958 were iron and steel, chemicals, and rubber. There 
was a sharp drop in the rate in the nonelectrical machin- 
ery industry. 


Backlog Rates on a “Spent” Basis 


The backlog rates represent an admixture of spending 
and commitments. (A commitment is the placing of an 


-order after the appropriation has been approved.) Some 


companies have been able to report their commitments; 
for these companies, then, backlogs represent uncom- 
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Survey Sketch 


Fourth-quarter capital appropriations maintained 
the high rate of recent quarters, but showed little 
sign of further advance. Both backlogs and spending 
continued to rise, and the volume of cancellations 
was smaller than at any time in the history of the 
survey. 

This result emerges from reports submitted by 586 
companies in the fifteenth of a continuing quarterly 
survey of the 1,000 largest manufacturing companies 
conducted by THE CoNFERENCE Boarp with the 
financial sponsorship of Newsweek. (Reprints of 
earlier reports are available upon request.) 

New appropriations in the fourth quarter were up 
40% from a year earlier. While this was the fourth 
consecutive such increase, it was smaller than the 
gains posted in the two preceding quarters. 

Durable goods industries boosted appropriations 
49% above the year-earlier rate. This gain was 
sparked by the steel industry which, rebounding 
from the strike-induced third-quarter low in appro- 
priations, scored a 125% advance over a year ago in 
the fourth quarter. Approvals in the nondurables 
industries, while 38% higher than a year earlier, were 
down, on a seasonally adjusted basis, from the 
third-quarter rate. Year-end backlogs were up a 
third from a year ago, their third straight increase. 

Spending rose moderately, on a seasonally ad- 
justed basis, in the closing quarter of 1959, and for 
the first time in the current upswing was substan- 
tially above the year-ago rate. As yet, however, the 
rise in spending has hardly reflected the approvals 
gains and backlog growth during 1959 that fore- 
shadow spending gains continuing at least until late 
1960 and possibly to the end of the year. How long 
the spending rise will be maintained will depend 
largely on future trends in capital appropriations as 
recorded in the next and subsequent surveys. 


mitted appropriations. For companies which were unable 
to report commitments, they represent unspent backlogs. 

Unspent backlogs at the end of the fourth quarter 
were 3.5 times as great as spending during the quarter. 
A year ago they had only been 3.0 times as great. Thus 
for five consecutive quarters the backlog rate has been 
above the year-ago quarter. Both durables and nondura- 
bles industries have had rising backlog rates. 


Fourth Straight Gain in Commitments 


Trends in commitments and spending can be com- 
pared for those companies able to report commitments. 
The survey record thus far suggests that changes in 
commitments tend to lead changes in spending by six to 
nine months. Thus trends in commitments closely fore- 


shadow trends in spending. Commitments in the fourth 
quarter of 1959 were 20% above the year-ago level, the 
fourth straight gain. The latest advance was, however, 
smaller than in the two preceding quarters. The spending 
rate also rose by 20% in the latest quarter, the second 
consecutive year-to-year rise. The first spending gain of 
last year, it will be recalled, followed the first rise in 
commitments by two quarters. 

During 1959 the gains in commitments were mainly 
centered in the durables sector. Commitments in this 
sector were 44% above the 1958 level, while in nondura- 
bles they rose only 5%. This reflects earlier trends in new 
approvals, which rose earlier and more sharply in the 
durables than in the nondurables industries. Indeed, the 
substantial increases in nondurables approvals in the 
second half of the year have yet to be reflected in any 
comparable rise in their commitments. 

These trends in commitments clearly foreshadow a 
rising trend in spending continuing at least through the 
first half of 1960. And the continued rise in new ap- 
provals above year-earlier levels should continue to be 
reflected in commitments during the next quarter or 
two, especially in the nondurables sector where large 
gains in approvals have yet to be translated into higher 
commitment rates. This continued rise in commitments 
would in turn mean an extension of the spending rise at 
least until late 1960. 


“Small” Firms Again Lead 


The trend in capital appropriations can be studied in 
more detail by size of firm, based on reports from 586 
identical companies for all quarters of 1957-1959. In 
earlier surveys it was noted that the smaller companies 
tended to lead the larger ones in the appropriations 
cycles. (Small firms in this apex of the manufacturing 


Year-to-year Percentage Changes in New Appropriations 
_ by Size of Firm, 1957-1959 
1°58 11°68 III’58 1V’68 1°59 11°59 III’69 IV'59 


Q’6? = I’67 TWT’s? IV’sY 1758 I[1’68 III’58 IV’58 


All mfg. 
Small.... —31 —44 5 17 27 78s 31 44 
Medium.. —17 —41 —33 19 —2 "5 55 28 
Large.... —46 —33 —9 —10 44 39 58 42 
Total... <2 —43 -—85 -11 —6 88 46 55 41 
Durables 
Small.... —29 —55 5 25 88 143 32 41 
Medium.. —42 —54 —12 il 57 107 55 15 
Large.... —63 —30 38-9 149 828 44 51 
Total..... —58 —865 1 —4g 123 «48 £h 47 
Nondurables 
Small.... —33 —26 4 2 ll 24 29 51 
Medium. . 8 -15 —46 25 -—-27 42 55 38 
Large.... —36 -—36 -—17 —12 74/60 71 33 


Total..... —83 —384 —20 —12 8 47 66 85 


pyramid are those with year-end-1954 assets under $50 
million; those with assets of $50 million to $100 million 
are medium; those that have more than $100 million in 
assets are large.) 

In the fourth quarter of 1959, firms in all size classes 
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had higher appropriations than a year earlier. But while 
the small companies had a somewhat larger year-to-year 
gain in the fourth quarter than in the third, both the 
medium and large firms had lesser increases. In both the 
durables and nondurables sectors the small firms had 
_ larger gains than in the preceding quarter, while the 
- medium-sized firms had substantially smaller gains. 
Among the large firms, there was a slightly greater 
_ year-to-year gain in the fourth than in the third quarter 
in the durables sector; the rate of increase of large firms’ 
approvals in nondurables was sharply reduced from the 
previous quarter. 

Thus the analysis of appropriations by size of firm has 
_ both positive and negative aspects. The declining rate of 
- advance of small firms in the third quarter has been 
halted or reversed. To the extent that appropriation 
trends among small firms foreshadow trends among 
_ large firms, this has been an encouraging sign. Less 
- encouraging, however, was the failure of large firms’ ap- 
provals to speed up their rate of advance, as earlier 
trends among small firms suggested they might. 


Large Firms Boost Spending 


In the fourth quarter of 1959, capital spending was 
higher than a year earlier in all size groups. Companies 
in both durables and nondurables industries raised their 
spending rate above a year ago for the first time in two 
years, reflecting larger year-to-year gains in the fourth 
than in the third quarter. While the small firms have 
had higher spending than a year ago for the past three 
quarters, it was only in the latest quarter that the me- 
dium and large firms significantly surpassed their year- 
ago spending. 

These trends in spending by size of firm were clearly 
foreshadowed by earlier trends in appropriations by size 
_ of firms. Thus the first spending gains of small firms 
preceded that of large firms by two quarters, as did the 
first appropriation gains. The small firms’ third-quarter- 
1958 gain in approvals was followed by a spending gain 
in the second quarter of 1959; similarly, the initial ap- 
provals gain of large firms in the first quarter of 1959 
did not result in increased spending until the final 
quarter of the year. 


Year-to-year Percentage Change in Capital Spending, 
by Size of Firm, All Manufacturing, 1957-1959 


I’58 I1’58 III’58 1V’58 I’59 11°69 III’59 IV’59 
L’6y = I1’67 III’5? IV "67 I’68 I1’68 II1’68 IV’58 


Small..... —22 -—30 -—35 —27 — 9 13 12 21 
Medium... —17 —25 -—26 —28 —-23 —9 -—38 9 
Large..... —18 -—32 —38 —89 =—26'.— 9 1 20 


Trends in appropriations foreshadow year-to-year 
spending gains by firms in all size classes for at least the 
_ first three quarters of 1960. The large firms, which have 
had appropriation gains of 40% or more in every quarter 
of 1959, may be expected to show sizable spending 
- Increases through most, perhaps all, of 1960. 
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1960 Spending Rise Foreshadowed 


ALL MANUFACTURING 


CAPITAL 
@ EXPENDITURES 


Billions of dollars 
Source: The Conference Board 


Plant Appropriations Decline 


In the beginning of 1959, a new feature was intro- 
duced into the capital appropriations survey: the break- 
down of appropriations into those scheduled for plant 
or new construction and those scheduled for equipment 
or machinery. Of the 500 companies regularly reporting 
capital appropriations, 394 have furnished such detailed 
plant and equipment appropriation data! for all four 

1 The total appropriations of the 394-company group accounted for 
about 60% of the appropriations of all 500 companies (excluding the 
petroleum industry) during 1959. 

The representativeness of the sample can be tested by comparing its 
quarter-to-quarter changes in total appropriations with those of the 
500 companies. Excluding petroleum, the 500 companies had an in- 
crease of 16% from the third to the fourth quarter, while the sub- 
sample companies’ appropriations were unchanged. This discrepancy 
comes from the underrepresentation of the steel industry, which in 


- recent quarters has had approval trends counter to the rest of indus- 


try. When the steel companies are excluded from the comparison, the 
500 companies show a decline of 12% in the fourth quarter, and the 
subsample a decline of 16% 


10 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing 
Companies, Quarters, 1956-1959" 


Billions of dollars 


1956 1957 1958 1959 
IV I I il IV I II Il IV I Il Ill IV 
All manufacturing 
Opening backlog...... 10.04 9.47 10.94 10.07 8.82 7.61 7.71 6.82 6.29 5.88 7.39 7.50 7.55 
Newly approved...... 3.03 4.54 2.63 1.80 2.26 2.65 1.68 1.62 2.07 3.58 2.53 2.46 2.84 
Committed or spent.... 3.56 2.92 3.31 2.96 3.05 2.12 2.20 1.99 2.19 1.92 2.32 2.25 2.64 
Once ye on ch he ste 23 12 21 12 40 40 OT .20 33 17 12 ol ie 15 
Closing backlog...... 9.29 10.94 10.09 8.82 7.60 V75 6.82 6.25 5.86 7.37 7.50 7.55 7.60 
[Capital expenditures.. 3.76 2.86 3.35 3.25 3.42 2.26 2.29 2.06 2.21 1.74 2.16 2.25 2.66] 
Durable goods 
Opening backlog...... 5.57 5.50 5.78 5.38 4.65 4.21 3.86 3.65 3.48 3.46 4.12 4.23 4.24 
Newly approved...... 1.76 1.76 1.33 72 1.15 Th 81 73 1.03. 1.60 1.25 1.11 1.48 
Committed or spent.... 1.89 1.44 1.63 1.40 1.43 OL 91 8h 92 85 1.10 1.05 1.22 
Canceled ex. oa si 09 05 09 07 PB 16 10 07 Lh 08 O4 06 05 
Closing backlog. ..... 5.35 5.78 5.40 4.65 4.22 3.88 3.65 3.47 3.45 4.12 4.23 4.24 4.42 
[Capital expenditures.. 2.07 1.50 1.72 1.60 1.70 1.06 1.04 94 95 75 .96 1.05 1.23] 
Nondurable goods 
Opening backlog...... 4AT 3.98 5.16 4.69 4.16 3.40 3.85 3.16 2.81 2.42 3.27 3.26 3.31 
Newly approved...... 1.27 2.77 1.31 1.09 1.11 1.91 87 89 1.03 1.98 1.29 1.35 1.36 
Committed or spent.... 1.67 1.48 1.68 1.57 1.62 1.20 1.29 1.15 1,27 1.07 1.22 1.20 1.42 
Canceled: 2... \..:... sth lL 07 12 05 27 2h 27 13 19 09 09 11 10 
Closing backlog...... 3.94 5.17 4.70 4.17 3.38 3.87 3.17 2.78 2.41 3.25 3.26 3.31 3.17 
[Capital expenditures.. 1.69 1.36 1.63 1.66 1.72 1.20 1.24 1.12 1.26 1.00 1,20 1.20 1.43] 


SS ee eee 
1Data for 1956 based upon 559 reporting companies; data for 1957-1959 based upon 586 reporting companies. Industry details may not add up because of rounding. For basic data underlying 
1956 estimates see The Business Record, March, 1958, p. 88. Comparable data for 1957-1959 available upon request 


Source: The Conference Board 


Table 2: Newly Approved Capital Appropriations Table 3: Outstanding Capital Appropriations 
for Reporting Companies, 1958-19591 for Reporting Companies, 1958-1959! 
Money figures in millions of dollars Money figures in millions of dollars 
% Change Noe Quarters 
ond Half. 4, Ch ommitments 
IV "59 759 1050 Bai‘chs’) “155 bepreauen ny 
IV’s59 IV’s8 IV’s8 58 1958 IV ’59 IV "58 TW758 Aes 
All manufacturing..........08+ 2,100 1,496 40 46 43 Iv ’59_ IV 58 
Durable goods industries....... 1,078 725 49 CL All manufacturing............ 6,069 4,576 383 82 28 
coe olarak steel. . a ey ee i A noe Durable goods industries..... 8,061 711) Sle bdere $0 
rimary nonferrous metals. . Primary iron and steel. .... 1,843 1,264 46 59 5.4 
ec abveanermnmera htt and aad 1se ies ctor nee itor pices Oe 210 °184" 14.7 )S'3 wees 
equipment............. tri ; 
Machinery, except electrical. 100 132 —24 —16 18 Sane w ip ae orm ot BIG 4680) \26sn 4Balade 
Transportation equipment?. 107 89 20 64 87 Machinery, except 
Stone, clay and glass electrical.............. 829 378 -12 384 638 
F annie ot ee ae Ye bs i pd u Transportation equipment? 200 131 53 2.2 2.0 
ate ateable cob ae cts. Stone, clay and glass 
, ‘i eg Ae 48 A ; 98 products. sos 6cs ees. 272 «177 54 28 2.5 
InGuUstries?. HLS Meters Be Fabricated metal 
Nondurable goods industries.... 1, ie 770 33 48 30 oes th, eee 38 50 —% 11 14 
Food and beverages........ 79 —-6 —1 @W : . a age $1 va Sh aaee Gee 
Textile mill products. ...... Hr 51 —4 24 43 pops lle ak She Me ee : : 
bate pape eget -. i4 80 «43 = 100 79 Nondurable goods . industries 2,518 1,865 85 24 20 
anc res Sine 393 185 75 194 65 Food and beverages...... 189° 157 20 ~ 9.4... 79.0 
Ki pr ucts. geelige sc Hts Textile mill products...... 91 65 40 2.0 2.4 
aac et agg ih ORs a SRB MCE Ce 8 Paper and at de We 8851 227--* AS 13:4) eee 
ee ed Chemicals an al ied 
Babies eaeoue Pr Ruan feds 3h gunlcnch AG ul trode vctse toc deeds 1,009 673 50 40 28 
industries! 7 9 —92 -66 —20 fe ee ge 
Due - Sa products|); soaheetene L698 i688 9 14 1.3 
1 Based upon 500 reporting companies, Industry totals may not add up because of rounding Rubber products......... 160 66 142 3.1 1.9 
2 Including motor vehicles Other nondurable goods 
3 includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous industries*e. seers a 37 40 —7 384 2.5 
manufactures 
4 Includes apparel and related products, tobacco, leather and leather products, printing and See Table 2 for footnotes 
publishing Source: The Conference Board 
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Table 4: Capital Appropriations for Reporting Companies 


1957-1959, by Quarters’ 


Millions of dollars 


11 


1957 1958 1959 
IV I Il Til IV I Il Ii IV 
Aut Manvracturine@ 
Openingibacklog eh. a..2).okeeen se ne os 7,065 5,945 5,957 5,329 4,929 4,591 5,742 5,853 5,965 
Newly AVDEOVE Bs ath aa Maso odie cod 1,521 1,923 1,291 1,166 1,496 2,638 1,851 1,796 2,100 
Committed or spent: ......00.0.00sccccse 2,336 1,591 1,643 1,467 1,609 1,386 1,657 1,559 1,903 
Canceled Hci Cin SIO heads hs ar er 301 298 272 186 246 107 86 134 105 
Glosingabacklog. Ge ned ee eee ore 5,938 5,979 5,330 4,898 4,576 5,729 5,855 5,963 6,069 
[Capital expenditures................... 2,594 1,680 1,698 1,526 1,622 1,258 1,553 1,518 1,919] 
Durante Goons InpustRiEs 
Opening ibacklowamn. .12 dele ots bce ase ce 3,757 3,225 2,945 2,863 2,762 2,712 3,257 3,358 3,377 
Newly approved ah ours aoe sc eee ck 686 526 647 536 725 1,201 901 740 1,078 
Committed or spent 02). eee acs osc. ol 1,099 691 680 602 671 610 780 678 861 
Canceled eto ae sition hale elbe 99 109 48 36 106 37 T7 61 36 
los pavacklog wees te etic. ce 3,236 2,952 2,863 2,758 2,711 3,257 3,358 3,373 3,551 
[Capital expenditures................... 1,283 782 768 682 694 526 683 635 870] 
Primary iron and steel 
Opening backlog .)6...). cess csc e ees 1,565 1,326 1,185 1,288 1,283 1,264 1,638 1,713 1,644 
ING wily approved anu. asics) aohe coe euaae ok 217 131 350 219 228 574 320 104 512 
Committed sor spent. $2.6: cme esses de 437 263 242 224 2365 194 243 174 313 
CANCEL ede EPR Ns SIs: 5 stitch, Mets eae 6 9 4 a 12 a 1 1 
Closing CKO RNP Ren TRE rove arbee 1,340 1,185 1,289 1,283 1,264 1,638 1,713 1,644 1,843 
[Capital expenditures................0.. 480 286 288 245 233 176 221 161 299] 
Primary nonferrous metals 
Opening’ backlog ee Nak Sands occ odes 534 459 383 279 263 186 224 209 250 
ING WEYHADDFOVEC i). his ies a cdo edels Aoveiensle 97 58 12 34 16 91 54 96 29 
Committed Or spent... sccccc0ssesreeces 1538 124 109 46 54 61 67 55 64 
CONCH CIES Mere hon re Fake cee 19 9 8 40 8 2 4 4 
Glosingthacklog yeep as ssnweion celta e oe 458 384 279 263 184 224 209 250 210 
[Capital expenditures.................5- 182 113 87 72 73 60 70 59 72] 
Electrical machinery and equipment 
Mpenin gibacklog We. croc henss secant 620 547 542 529 464 460 490 509 548 
Newly approved. 2.02... 00.csec. scenes 86 74 82 44 126 112 124 173 168 
Commuticd ones pent. «in. clone hes adae tease 138 66 82 96 109 68 99 95 127 
ORDER, SALAS: 2° Ae an A Oe a 21 12 13 13 22 12 tf 39 18 
Glosingibacklog nese se antic eta: + <sa 547 542 529 464 458 493 509 548 576 
[Capital expenditures................... 159 79 97 110 122 61 83 94 139] 
Machinery except electrical 
Opening backlogiisd os cs cme dea os sleet 387 359 313 301 316 368 372 366 332 
INewLY approved .em cs. os debsisle ss: be 6% 87 75 58 79 132 119 109 78 100 
Womemittedion Spent siete ens «sine as nos os 105 59 67 65 70 108 114 110 98 
(GEG oe SAS So SER AOCIOe 0 eee 9 56 1 8 6 1 2 5 
Glosingybacklog®. =. << ciec sense oek ae doe ole 359 319 300 313 373 374 366 331 329 
[Capital expenditures................... 145 87 86 72 77 59 85 92 102] 
Transportation equipment including motor 
vehicles 
Openinghacklog iy oe. ccs ccss site ne a ence QA7 192 178 150 114 136 176 179 187 
INewlyiaDPIGVed nis ssc act Gears cee te 58 58 49 43 89 116 115 110 107 
Commitied Or spent: i... seas: asses cee 100 69 65 64 64 71 109 99 89 
GanCelCd merit ee) serene coe ae ee Pe eee 16 8 12 15 9 5 4 8 
@losingibacklog :) saci ice oto aticl: Geek 190 179 151 114 131 172 179 187 200 
[(Capitallexpendituress 60.56 0s cee aes vs. 139 89 5 69 60 56 rig 82 99] 
Stone, clay and glass products 
Onpeningibacklog eee pander 2 sree os 258 Q11 179 158 181 176 190 230 280 
Newly A DDLOVE sete wis «esate fete. ais hotetinn else 63 4A 53 77 74 89 113 127 98 
Committed ior spent Vitae. dene so sn so 95 60 66 61 71 66 70 79 96 
CETTE: ACRE i ORI SOE yes: 13 16 Teas 2 6 7 1 2 7 
Wlosingibucklog = aoc teeee tics ce aes: 211 180 158 179 177 190 230 276 272 
[Capital expenditures................... 104 64 73 56 62 59 81 83 83] 
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Table 4: Capital Appropriations for Reporting Companies, 1957-1959" (Continued) 
Millions of dollars 
1957 1958 1959 


IV I i poe IV I It Il IV 
Fabricated metal products : 
Opening backlog’... anstaneeacaateelersaieliete 68 56 92 85 75 50 85 61 57 
Newlycapproved : .). sine camo e ae 33 61 16 18 15 64 19 25 17 
Conemittedior spent :* SU OEee ies ae net 36 24 24 29 35 31 43 29 35 
Canceled ee 5:.-....0 228 ie he ee teas «55 10 1 a a 5 a a a a 
Glosing backlog’ 9x4 tecseeaw ores eee 56 92 85 5 50 84 61 57 38 
[Capital expenditures. pups cs oss 39 31 31 31 32 27 32 31 35] 
Other durable goods industries? 
Opening backlog..............0seeeees 77 15 "3 71 66 "3 82 91 80 
Newly:approved's,, <2 - ohn Geese ae 45 26 28 22 46 35 47 27 47 
Committedior spents: 2s. cn cass kk 3h 25 27 25 33 23 35 37 40 
Canceled ay i'ic LOS, EL ce nea ee 6 3 tl 1 4 2 1 1 2 
Closingtbacklog. P85... Se Meee v sce eee as 75 73 val 66 73 82 91 80 81 
[Capitalsexpenditures..). ..5.ste se. 60. 6 3d 35 32 30 Q7 35 28 35 33 41] 
NonDURABLE Goops INDUSTRIES 
Opentngibacklogs. Sec ce seitcak seas 3,308 2,719 3,011 2,467 2,167 1,879 2,485 2,495 2,588 
Newly approved . 3.0) 0 Sere 835 1,397 643 630 770 1,437 951 1,055 1,023 
Committed or spent. 2h +s ccerahs dee ca kee 1,238 900 962 865 937 776 877 881 1,041 
Canceled ri xc 5c BES ee eee ee 202 190 224 100 141 70 69 8&3 69 
Closing backlog; "aA cantreres crease 2,702 3,028 2,468 2,140 1,865 2,472 2,497 2,590 2,518 
[Capital expenditures...............000- 1,311 898 929 844 928 732 869 883 1,048] 
Food and beverages ‘ 
Opening backlog 574 Aaa. wou ee ee eee 181 160 194 160 160 153 204 209 200 
INewlyapproveds4e.c ass boeken enone 60 96 59 73 79 112 97 77 74 
Committed! or spent i... Wie aise ences: 69 59 8h 72 7 59 89 80 78 
Canceled 20 te vo cna ae sete dame 13 8 2 i 5 4 2 4 a 
Closing backlogyqi)2)/> Sere Gece ee 160 194 166 160 157 204 210 201 189 
[Capital expenditures................... 70 58 75 74 85 61 beth 77 81] 
Textile mill products 
Opening, backlog joc 0 tence eee eee 70 54 48 40 43 65 72 74 87 
Newly approved)... | Hoe ose ice sed 22 22 Q1 33 51 36 42 55 49 
Commitiedior spent 2s... 4.08. acess t 36 27 28 30 27 28 36 41 45 
Canceled eS 212. Shoes. one ee 1 2 1 1 2 af 4 a a 
Closingibacklog vita. cm i./ iene eee tense 56 48 40 42 65 72 74 88 91 
[Capital expenditures: (50.5. Jacek sos aar 41 30 28 a7 28 26 34 43 47) 
Paper and allied products 
Openingbacklog #20)... sa tkheeoraraee st os 312 307 266 244 220 229 240 249 309 
Newly. approved 2% es. «sc eeero..c ace 80 46 44 38 80 64 73 122 114 
Committed or spent 2.) water lew ac ian 99 8&3 65 60 67 55 65 67 99 
Canceled ME Thee ox Ric cere aialeinee if 4 2 2 8 i 3 a i 
Closing backlog a8. .005 sc), cad cok f sticience 286 266 243 220 227 239 249 310 335 
[Capital expenditures..................- 113 80 69 63 68 51 64 64 94] 
Chemicals and allied products 
Opening backlog: |. 4.2.40 eee care 1,421 1,217 1,116 877 754 674 686 752 938 
Newly: approved..c#..3), adhe ween at 234 239 164 135 185 198 276 393 323 
OMmminted OF SPENE sa. os each adores ave 409 269 279 255 242 180 201 199 250 
CONCHA! 622 Ne «ade 5,3 oe ES ORR OE 28 61 131 9 23 5 13 9 3 
Closing backlog oa... rake ee eH Ui 1,127 871 758 673 687 751 938 1,009 
[Capital expenditures. .............s000- 417 271 278 253 240 183 198 200 251) 
Petroleum and coal products 
Opening ipacklogy .s).). sos ocear rec cme 1,152 844 1,256 1,030 871 653 1,161 1,060 869 
Newlyapproved ioe) .... > feuinsivee ce win 892 946 317 293 335 966 875 320 385 
ONUTUEGIOT BPENG? b......,. cree a laces ceee 552 410 459 405 474 411 429 442 506 
MC ANOCO RIN See cca o'n\e Sie Oe ve eaten Oke 147 119 8&2 V5 97 58 4 69 55 
DlOsIPIDACKIO’.., dhe 4.5 Glee eum ate 845 1,261 1,031 842 638 1,150 1,063 869 698 
[Capital expenditures. .............0000- 600 407 428 384 465 374 433 447 512] 


(Footnotes on page 13) 
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Table 4: Capital Appropriations for Reporting Companies, 1957-1959° (Continued) 


Millions of dollars 


1957 1958 1959 
IV I Il iil IV I I iil IV 
Rubber products 
Opening backlog..................000- 135 106 104 85 73 66 83 103 144 
Newly approved sie ic s:arsie x dmioras Foye tee'y-s 39 39 22 31 31 48 65 83 70 
Committed or spent......20seecccscecees 60 39 36 33 35 29 43 41 52 
eae ot ae br ae aorta Ae aa I i 6 i 5 11 By 1 a Q 
Closing backlog yz nase | ei aoa al 108 104 85 73 66 83 103 144 160 
[Capital expenditures................... 54 39 36 29 32 Q7 40 37 50] 
Other nondurable goods industries*® 
Opening backlog 36 31 a7 31 46 39 38 47 41 
Newly approved 8 9 16 26 9 12 24 5 vf 
‘ommitted or spent shes 13 12 10 16 1h 14 12 11 
Manceled Ao cei erer eta soles ee 1 a 1 a a a a a a 
Closing backlogs.) 64. crue b.dale cccee ec 81 27 30 46 40 38 47 41 37 
[Capital expenditures. ................-. 15 12 15 13 10 10 13 15 13] 


eS ee ee eee eee eee 
1 Based upon 500 respondents. Industry totals may not add up because of rounding. Opening backlog is defined as approved capital appropriations outstanding at beginning of quarter. Closing 


backlog is defined as approved capital appropriations outstanding at end of quarter 


3 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


a—Less than $500,000 


quarters of 1959. Petroleum companies are unable to 
make this breakdown so that all figures in this section, 
whether. for all 500 reporting companies or the 394- 
company subgroup, exclude the petroleum industry. 

Approvals for plant and new construction accounted 
for 22% of all approvals in the fourth quarter of 1959, 
the smallest proportion for last year. During the preced- 
ing three quarters, plant appropriations rose steadily 
from 26% of the total in the first quarter to 38% in the 
third. This ratio of plant to total appropriations fell in 
both durables and nondurables industries in the latest 
quarter, the lowest ebb in both industries. 


Companies Reporting Distribution of Plant and Equipment 


Appropriations 
Approvals of 
894 Companies 
Industry as % of All Plant Approvals as 
Reporting % of Total Approvals 
Companies, ———_ 
1959 1°69 11°69 11°69 1V’69 
All mfg. (excluding petroleum) 59 26 32 38 22 
Pr AULES weigh oss See ad's 57 25 33 32 21 
Tron and steel............ 24 30 $8 24 16 
Nonferrous metals........ 88 42 30 27 26 
Electrical machinery...... 74 15 41 389 25 
Nonelectrical machinery. . . 97 19 10 31 12 
Transportation equipment. 97 17 28 Q7 29 
Stone, clay and glass...... 62 37 55 46 24 
Fabricated metals........ 30 9 25 5 12 
Other durables........... 38 8 34 35 39 
Nondurables............4: 62 29 29 45 Qh 
OOd Mere a erate as Mek sieete 61 20 33 33 23 
Textiles} sigs. fiers den helices 59 23 9 10 10 
IBADON sth teers eteyeheyiaje es 54 20 11 61 28 
Chemicals.............:: 68 41 43 51 25 
Hubbers cease cscs eee ars te AT 6 13 6 23 
Other nondurables........ 89 13 14 24 21 


Whereas plant approvals in the third quarter were 
heavily concentrated in a few industries, fourth-quarter 
approvals for new plant were fairly evenly spread among 
industries; only four of the fifteen industry groups had 
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For 1955-1957 data see The Business Record for September, 1958 


Source: The Conference Board 


plant ratios outside the 20%-30% range. Sharp declines 
in the plant ratio were noted in electrical and nonelec- 
trical machinery, in stone, clay and glass, in paper, and 
in chemicals. Except for the two machinery branches, 
these industries all had third-quarter plant ratios well 
above average. 

The sharp reversal in the ratio of appropriation ap- 
provals for plant construction is subject to at least four 
possible interpretations. First, it may be a purely sea- 
sonal movement. Second, the downtrend in plant appro- 
priations may reflect uncertainty about future supplies 
of structural steel products owing to the steel strike. 
Third, it may reflect a more general hesitation engen- 
dered by the unsettled conditions of the strike, which 
were still not clear by the end of the year. Finally, the 
decline may be a symptom of lost buoyancy in the 
appropriation upsurge, since whatever trend to expan- 
sion had been evident in the rising plant ratio in the 
first three quarters of last year was reversed in the final 
months of 1959. First-quarter-1960 appropriation data 
will be required before a better choice can be made from 
among these alternative hypotheses. 


1959: Year in Review 


Total new appropriations during 1959 were 43% 
greater than the 1958 total. Approvals in 1959 were also 
2% greater than the 1957 total, but were 8% below the 
1955 tally. 

During 1959, new approvals were at a high but steady 
rate. Thus adjusted appropriations in the second half 
were only 5% above the first half. By contrast, adjusted 
second-half approvals in 1955—a year in the same stage 
of the business cycle—were 26% above the first-half 
level. It is this discrepancy in second-half approvals 
which accounts for the lower annual total in 1959, since 
first-half approvals in the two years were virtually 
equal. 
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Backlogs at the end of 1959 were a third higher than 
at the close of 1958. The rate of backlog growth, on an 
adjusted basis, was roughly constant during the year, as 
modest approval increases were matched by modest 
spending increases. In 1955, backlogs grew 65% during 
the year, and adjusted backlog additions rose in every 
quarter. Thus the backlog growth in 1959 was roughly 
half the magnitude of the 1955 build-up. 

The quarter-to-quarter movements in approvals in 
the steel industry were highly irregular during 1959 and 
tended to obscure more regular growth in other indus- 
tries. An evaluation of approval trends during 1959 
might then be facilitated if the steel industry were 
excluded. Since the steel industry contributed close to 
40% of total durables appropriations reported during 
1959, it should, of course, be remembered that an 
analysis excluding that vital industry can be only of 
limited application. (See “1959 vs. 1955: Approvals 
Compared,” on page 1.) 


Summary and Prospect 


Despite the unsettled business conditions flowing 
from the steel stoppage and its repercussions, capital 
appropriations were approved in the fourth quarter of 
last year at a rate substantially higher than a year 
earlier. Primarily responsible was the snapback of steel 
industry approvals from the strike-induced low of the 
third quarter. Cancellations were sharply lower and 
backlogs were being built up. On the negative side, the 
number of companies reporting lower appropriations 
rose for the second straight quarter and the proportion 
of new approvals slated for plant construction—as 
opposed to equipment and machinery—fell sharply. 
Nevertheless, the trend of appropriations in recent 
quarters, despite the absence of any gathering momen- 
tum, foreshadows a continued rise of capital outlays 
through most, if not all, of this year. 

Compared with the capital goods boom of 1955-1957, 
however, the latest appropriations recovery seems dis- 
tinctly smaller. While approvals in the early quarters of 
1959 kept pace with the corresponding quarters in 1955, 
they were even then only on a par in terms of current 
dollars. But capital goods prices have risen substan- 
tially since 1955, almost certainly more than produc- 
tivity of capital goods. Moreover, depreciation require- 
ments are up from the earlier period. Thus the 1959 
growth of appropriations represented a much smaller 
real investment than that of 1955, and a still smaller 
addition to the stock of plant and equipment. 

Relative to the larger industrial base which now 
exists, the recent appropriation upswing has therefore a 
much less expansionary force than the upswing of 1955. 
In light of the excess capacity which still persists in 
some sectors of the manufacturing industry, the current 
relatively smaller appropriations upswing is not entirely 
unexpected. 

The abnormal strain to which the economy was 
subjected in the second half of 1959 by the lengthy steel 


strike may have influenced year-end appropriation 
trends. Just as third-quarter steel approvals were ad- 
versely affected by the third-quarter cutback in opera- 
tions owing to the strike, so reduced fourth-quarter 
appropriations in other industries may have been the 
result of steel shortages which did not appear until late 
in the third quarter and made serious inroads on produc- 
tion and profit levels only in the fourth quarter. 

Under this view, the expected resurgence of profits in 
the first quarter of 1960 may bring with it a higher rate. 
of appropriations. The validity of these speculations 
will be tested in the next and subsequent surveys of 
capital appropriations. 

Morris CoHEN 

Martin R. GAINsBRUGH 
Assisted by 

Herman RosEMAN 

Office of the Chief Economist 


Business Bookshelf 


Yardsticks for Industrial Research—Based on a survey of large 
companies, this book discusses the problems of evaluating 
industrial research. It describes many of the techniques cur- 
rently in use and includes techniques recommended by the 
author. A list of the companies interviewed and a compre- 
hensive bibliography of industrial research material is 
included. By James Brian Quinn. The Ronald Press, New 
York, 1959, 224 pages. $6.50. 


The Structure of British Industry—“The object of the book is to 
give an up-to-date picture of the structure of a group of 
British industries—the number, size, scope, and interrela- 
tions of the firms or units within each industry, for instance, 
and their relation with industries overseas and with the 
government. . . .” Edited by Duncan Burn. Cambridge Uni- 
versity Press, New York, 1958. Volume I, 403 pages. $8.50. 
Volume IT, 499 pages. $9.50. 


The Theory of the Growth of the Firm—An attempt to formu- 
late a general theory of the growth of firms. It considers 
expansion without merger, expansion through acquisition 
and merger, the economics of diversification, the position of 
large and small firms in a growing economy, and patterns of 
industrial concentration and dominance. By Edith T. 
Penrose. John Wiley & Sons, Inc., New York, 1959, 272 
pages. $6.00. 


Tin Cans and Tin Plate—A study of competition and monopoly 
in the markets for tin cans and tin plate. Designed as an 
industry study, the analysis is concerned with structural 
and performance characteristics of these two related mar- 
kets with particular focus on vertical integration and 
economies of scale as they relate to questions of market 
dominance. By James W. McKie. Harvard University Press, 
Cambridge, 1959, 321 pages. $7.50. 


Marketing Policy and Strategy—A syllabus and reading list of 
current literature in managerial marketing. By John E. 
Mertes. University of Oklahoma, Norman, Oklahoma, 1959, 
84 pages. $2.80. 


The Theory of Public Finance—A comprehensive application of 
general economic theory to the field of public finance. 
Special consideration is given to effects on resource alloca- 
tion, income distribution, and economic stabilization. By 
Richard A. Musgrave. McGraw-Hill Book Company, New 
York, 1959, 628 pages. $12.50. 
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Monthly Survey of Business Opinion and Experience 


Directors’ Compensation and Retirement 


and wages, directors’ fees have shown a slight 

increase during the past two years, according to 
reports received from 285 manufacturing companies 
cooperating in this month’s survey of business opinion 
and experience. 

This latest addition to THz ConrerRENcE Boarp’s 
continuing study of the compensation of directors 
(which was inaugurated in 1938) indicates that about 
one in six companies has increased the per meeting fee 
paid to directors, but $100 still remains the most com- 
mon fee paid. This study also reveals that annual 
retainers are still growing in popularity. 


PAYMENTS TO DIRECTORS 


[- KEEPING with general national trends of prices 


Thirty-five of the 193 companies that supplied data 
on the compensation of their outside directors in both 
1958 and 1960 either increased their per meeting fee, 
their annual retainer, or both. On the other hand, only 
one company reports having instituted any reduction in 
fees or retainers that was not compensated for by an 
increase in another area of compensation. 

A detailed report of prevailing directorship pay prac- 
tices of the 285 companies cooperating in this survey is 
given in the table beginning on page 34. 


Regular Meeting Fees 


Meeting fees are still the most popular form of remu- 
neration of outside directors. One hundred and eighty of 
the 263 cooperating companies that have outside direc- 
tors pay regular meeting fees. About 45% of these 
firms pay $100 per meeting. The next most popular fees 


Per Meeting Fees Paid to Outside Directors by 
Companies Specifying Amount Paid 


1960 1958 

Regular Board Number of Per Number of Per 
Meeting Fee Companies Cent Companies . Cent 
$.{1-$ 10..... 1 1 ie Ei 
Til renee 4 De hretorane 5 3 8 5 
eis oicac & Ol Drd 30 17 31 19 
kee hE OEE 2 1 2 1 
TOD pecaties ie eiccc 5 80 45 67 42 
TOl=" 199.5... 13 7 10 6 
ZOO irae ceve saci 20 11 25 15 
ZO =P 99 ote es 15 8 13 8 
300-— 499..... 8 5 5 3 
500- 1000..... 3 2 1 1 
Motaltetsteis sic 'ats 177 100 162 100 


Source: THE ConrERENCE Boarp 
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are $50, paid by 17% of these firms, and $200, paid by 
11% of these companies. 

Fees for outside directors (exclusive of retainers) 
range from nothing or the token $10 paid by one 
furniture manufacturer to $1,000 paid by a petroleum 
producer. The average rise in per meeting fees paid by 
the respondent companies has been moderate over the 
past two years, and the median fee has held steady at 
$100 (see table on this page). 

Of the eighty-three companies that report paying no 
fees to outside directors for attending regular board 
meetings, sixty pay annual retainers instead, and 
twenty-three do not compensate their outside directors 
at all. The tontine system of fixing per meeting fees, 
which has never gained wide acceptance, is used by only 
two out of the 180 firms reporting payment on a per 
meeting basis. Under this system a fixed amount is 
appropriated for each board meeting and is divided 


among those board members attending. 


The Retainer 


In recent years a number of cooperating companies 
have placed directors’ compensation on a retainer or 
salaried basis. Most of these are annual retainers, al- 
though actual payments may be made monthly, quar- 
terly, or at some other interval. Currently, 102 (89%) of 
the 262 cooperating companies reporting on this point 
state that they pay their outside directors a fixed salary 
for regular service as directors. Of the 242 companies 
providing data on their compensation of directors in 
1958, eighty-six (36%) report that they paid such 
retainers. 

Approximately one third of the companies that pay 
retainers also pay a fee for attendance at each regular 
board meeting. 


Size of Retainers 


In general, respondents pay retainers of moderate 
proportions to their directors. Over one half of the 
companies that reported on the size of outside directors’ 
retainers pay $2,000 a year or less. However, the range 
of the retainers paid is wide. Two directors of a chemical 
company that pays its directors no per meeting fee each 
receive annual retainers of $15,000. The directors of a 
firm manufacturing construction materials receive only 
$420 per year, with no additional per meeting fees. Ten 
companies have increased their retainers since 1958, 
while only one company reports paying a smaller 
retainer now than in 1958. > 
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Committee Fees and Retainers 


One third of the cooperating companies give their 
outside directors additional compensation for serving on 
committees of the board. Among these firms, over nine 
tenths remunerate outside directors on a straight fee 
basis for attendance at committee meetings. The most 
common fee is $100 per meeting, paid by approximately 
two fifths of the companies reporting on committee fees. 
Fees of $200 and $50 are each paid by one fifth of the 
companies. The highest per meeting committee fees 
($500) are reported by a food company. 

The size of fees paid is sometimes contingent upon the 
timing of committee meetings. For example, a producer 
of electrical industrial equipment reports that “directors 
receive a fee of $250 for attending any regular or special 
committee meeting, except that if two meetings (com- 
mittee or board and committee) are held on the same 
day, a fee of $100 is paid for the second meeting.” 

Nine of the companies surveyed currently compensate 
outside directors for committee service through annual 
retainers only. Of these, seven limit the payment of 
retainers for committee service to members of certain 
specified committees, such as executive, audit, or 
finance. The highest annual retainer reported for com- 
mittee service is the $15,000 paid to executive commit- 
tee members by one organic chemicals company, while 
the lowest paid by companies that pay such retainers is 
$1,000, reported by two firms, a textile producer and an 
oil company. 

A few companies give additional financial recognition 
to those who serve as chairman of a committee. The 
secretary of a steel company states that “our finance 
committee is composed of the president and chairman 
of the board and two outside directors, one of whom is 
chairman of the committee. The committee chairman is 
paid $750 per month, while the other two members of 
the committee receive $200 for each meeting held.” 


REIMBURSEMENT OF EXPENSES 


Three out of four responding companies reimburse 
outside directors for expenses incurred in attending 
meetings. There has been little change in the prevalence 
of this practice among survey participants since 1958. 

A few companies are not faced with the problem of 
attendance expenses, inasmuch as their directors are all 
local residents. And some of the companies that do not 
make special provision for reimbursing directors for 
expenses state that their directors’ fees have been 
adjusted to provide for travel expenses. 

The actual reimbursement of directors for expenses 
incidental to their attendance at board meetings by 
participating firms is usually accomplished by one of the 
following three methods: 


1. Expenses account; i.e., the director is requested to 
submit an expense account for out-of-pocket expenses in- 
curred in attending the meeting. About eight out of ten 


companies that describe their method of compensating 
directors for expenses employ this method. 


2. Reimbursement for transportation costs only. 
3. Flat allowance. 


Only one company reports paying its out-of-town 
directors a set travel allowance, amounting to ten cents 
a mile. 

Some companies using the expense account method 
report that, in practice, directors frequently fail to © 
render expense accounts and do not expect reimburse- 
ment. 


INSIDE DIRECTORS GENERALLY NOT PAID 


The prevailing practice still is not to pay the inside 
director any extra compensation for his board service. 
Three out of four companies participating in this 
month’s survey do not give extra compensation to their 
employee directors, a proportion that has not changed 
noticeably since 1958. 

Five out of six of the seventy-six companies that do 
compensate their employee directors pay identical 
amounts to inside and outside directors, with the re- 
maining firms paying inside directors less than outside 
directors. Sixty-one of these seventy-six companies pay 
their inside directors a straight fee for each board meet- 
ing attended, and eight respondents have placed their 
employee directors on an annual retainer basis. The 
seven remaining companies, all of which pay their out- 
side directors on a fee-and-retainer basis, accord the 
same treatment to employee directors. 

Although, for purposes of compensating their direc- 
tors, most responding companies differentiate only be- 
tween inside and outside directors, a few cases were 
noted in which additional classifications were set up. 
One such instance was reported by a rubber company as 
follows: 


“Directors who are also officers receive no attendance 
fees and no annual retainers; 


‘Directors who are former officers, now retired on 
pension, receive a $100 attendance fee, but no annual 
retainer; 

“Directors who were never employees or officers of the 
company receive a $100 attendance fee, plus $3,000 
annual refainer.’’ 


ENFORCED RETIREMENT OF DIRECTORS 


Formal retirement of directors is still the minority 
practice among the companies surveyed. Twenty-one 
per cent, or fifty-eight of the companies replying on this 
point, report that they provide for the compulsory re- 
tirement of their directors. Nevertheless, a definite 
trend toward compulsory retirement is discernible, with 
eighteen firms noting that they have adopted such a 
policy since 1958. 

In some companies, there is an informal understand- 
ing between the corporation and its directors regarding 


BUSINESS RECORD 


retirement. The president of an oil company notes that 
his company “has never formally designated a retire- 
ment age for directors. However, there is an informal 
understanding that directors will not serve beyond age 
seventy.” Similarly, the vice-president of a motor 
vehicle firm reports the following practice: 


“‘Our directors have agreed that they will retire from the board 
prior to the annual meeting following their seventy-second birthday. 
There was no resolution passed by the board, but it is an under- 
standing of each board member and it is discussed with each new 
director as he comes on the board.” 


A majority of the firms having formal retirement 
policies specify that a director shall not be elected or 
reelected after attaining retirement age, but allow the 
director to complete the term in which he reached 
retirement age. The following resolutions illustrate such 
practices: 


“The policy of this board of directors is declared to be that an 
individual hereafter will not be nominated by the board of directors 
for election as a director of the company at an annual meeting of 
the stockholders occurring after his attainment of age seventy.” 

(Rubber products) 
* * * 

“‘No person shall be elected or reelected a director after reach- 

ing seventy-two years of age.” (Petroleum) 


* * * 


“RESOLVED, that this board will not fill any vacancies in its 
membership with persons who, at the end of the preceding fiscal 
year, have reached seventy years of age.”’ (Hardware) 


On the other hand, a few of the companies surveyed 
specify that their directors must retire at the annual 
meeting following the attainment of retirement age 
whether their term of office is completed or not. The 
following resolutions illustrate this practice: 


“No person may be elected or reelected a director of the com- 
pany if at the time of his election or reelection he shall have at- 
tained the age of seventy years, and the term of any director of 
the company who shall attain the age of seventy years while serving 
as a director of the company shall terminate as of the time of the 
first annual meeting of the stockholders following such director’s 
seventieth birthday.”’ (Motor vehicles) 

* * * 


‘BE IT RESOLVED that this board of directors hereby aeclares 
that it is the policy of this company that directors, although elected 
for terms of three years, retire from office on the date of the annual 
meeting of stockholders next following the date on which they 
attain the age of seventy-two years.” (Steel) 


In some firms, the regular retirement provisions for 
employees apply to employee directors. The president of 
an inorganic chemicals firm states that “we have no 
specific enforced retirement for directors, but our pen- 
sion plan calls for an enforced retirement at age sixty- 
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five, and so an employee director would automatically 
go off the board upon reaching that age.” 

When companies adopt compulsory retirement plans 
for their boards, incumbent directors are often exempted. 
For example, one machinery company made the follow- 
ing amendment to its bylaws: 


“It is the sense of this board that no person shall be designated 
by the board of directors as a candidate for election or reelection 
asa director of the company after he has reached his seventieth birth- 
day; provided, however, that this vote shall not apply to those 
present members of the board who, at the date of the adoption of 
this vote, have already passed their seventieth birthday.”’ 


In some companies a period of grace is sometimes 
specified between enactment and implementation of 
compulsory retirement provisions. Such a period of 
grace is found in a resolution passed by the board of a 
specialized industrial machinery company: 


**RESOLVED, that it is the policy of this company that a director 
of this company shall not stand for reelection at the annual meeting 
following his attainment of seventy years, and 

‘BE IT FURTHER RESOLVED, that present directors of the com- 
pany who have attained the age of sixty-five years or more at this 
date shall not stand for reelection following the attainment of the 
age of seventy-five years.” 


Retirement Age 


Employee directors are retired from the board upon 
reaching age seventy in almost one half of the com- 
panies surveyed that make provisions for the com- 
pulsory retirement of inside directors. Another three 
tenths report that their employee directors are retired 
from the board at age sixty-five. Only two out of the 


Enforced Retirement Ages for Directors— 
Manufacturing Companies 


Inside Directors 
Number of 


Outside Directors 
Number of 


Age Companies % Companies % 
Sixty-five. ...... fae 4 9 14 29 
Sixty-eight.......... 1 24 Ns S65 
Seventy. ..sescseeee 26 55 ae 46 
Seventy-one.....+.0+ 1 2 aie =e 
Seventy-two.....s20% L3 28 10 21 
Seventy-five........- 2 4 2 4 

Totalidciais celeiesisieie 0 047% 100 48 100 


Source: Tar Conrerence Boarp 


forty-eight firms adhering to a formal retirement policy 
on employee directors allow such directors to remain on 
the board until age seventy-five. 

Outside directors’ retirement ages tend to be higher 
than those of employee directors among respondent 
firms. Over one half of the companies reporting on this 


. point retire their outside directors at age seventy, and 


another 28% retire them at age seventy-two. 
Separate provision is often made for the compulsory 
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retirement of inside and outside directors. A specific age 
is generally set for the retirement of outside directors, 
while some resolutions do not specify a retirement age 
for employee directors, but connect their retirement 
from the board to their withdrawal from active officer 
status. Two typical arrangements are cited below: 


“‘Directors who are officers or employees of the company are to 
retire as directors upon reaching normal retirement age (sixty-five) 
or actual retirement from active management of the company, 
whichever first occurs. 

“Directors who are neither officers nor employees of the com- 


pany, are not to be renominated after reaching age seventy-two.”’ 
(Steel) 


* * * 


‘Those directors who are former officers of the corporation will 
not stand for reelection at the annual meeting of stockholders in 
the second year following the year in which they retire as active 
officers of the corporation. 

‘Those directors who are not former officers will not stand for 
reelection at the annual meeting of stockholders in the year in 
which they reach the age of seventy.” (Motor vehicles) 


Opposing Viewpoint 


Although the trend among the firms surveyed is 
towards the enforced retirement of directors, a number 
of companies remain opposed to this practice. The fol- 
lowing report, submitted by a committee of the board 
of an aircraft company, had this to say with regard to 
forced retirement: 


“It is the opinion of this committee that it would be undesirable 
to establish a rule requiring mandatory retirement of a director at 
a specified age. In this connection, the committee concluded that 
the matter should be considered individually in each specific in- 
stance, after weighing all the various factors involved, such as 
physical fitness, mental alertness, continuing interest in business 
affairs generally, and the individual’s past and current contribution 
to the corporation’s activities.”’ 


Sorrevt M. Marues 
G. CiuarkK THomMPpson 
Division of Business Practices 


(Directors’ Compensation Schedules start on page 34) 


Business Bookshelf 


International Monetary Policy—An account of the monetary 
aspects of international cooperation, particularly since 1945. 
By W. M. Scammell. MacMillan & Company, London, 1957, 
402 pages. $9.00. 


New Enterprises and Small Business Management—Forty-five 
case studies of small business management are presented 
under four major headings: “Starting a New Enterprise,” 
“Acquisition of an Established Enterprise,” “(New Enter- 
prise Financing,” and “Managing the Small Business.” 


Intended for use by students and instructors, the case 
studies are supplemented by text material on such technical 
aspects of business management as finance, patents, taxes 
and legal organization. By Paul Donham and John S. Day. 
Richard D. Irwin, Inc., Homewood, Illinois, 1959, 836 pages. 
$9.00. 


Merger Movements in American Industry, 1895-1956—The first 
book to provide statistical data on mergers for the period 
1904-1919 and to examine the relationship between merger 
movements and business cycles for 1895-1956. By Ralph L. 
Nelson. A study by the National Bureau of Economic Re- 
search, Princeton University Press, Princeton, 1959, 177 
pages. $5.00. 


Radiation Protection—Discusses the problem involved in pro- 
tection from radiation hazards arising from the uses of 
atomic energy. Included are sections on atmospheric con- 
tamination and radiation surveys and personnel monitoring. 
By Carl B. Braestrup and Harold O. Wyckoff. Charles C. 
Thomas, Publishers, Springfield, Illinois, 1958, 361 pages. 
$10.50. , 


Policy Making and Executive Action—A collection of cases for 
the teaching of business policy in executive development 
courses, graduate schools of business, and at the under- 
graduate level. By Thomas J. McNichols. McGraw-Hill Book 
Company, 1959, 693 pages. $8.00. 


Public Regulation of Business—A textbook covering the pricing 
process, the antitrust laws, and the regulation of transporta- 
tion and public utilities. By Dudley F. Pegrum. Richard D. 
Irwin, Inc., Homewood, Illinois, 1959, 782 pages. $9.00. 


Setting Sales Objectives for Small Business— Discusses sales fore- 
casting from the viewpoint of the small businessman. By 
Richard M. Hill. University of Illinois, Urbana, Illinois, 
1959, 60 pages. $1.25. 


Practical Cost Accounting for Banks—The author presents tech- 
niques of cost accounting to be applied to various bank 
operations. The material is supplemented by illustrations 
of completed work sheets, and a set of blank work-sheet 
schedules that can be completed by the reader as he follows 
the text. By Marshall C. Corns. Bankers Publishing Com- 
pany, Boston, 1959, 210 pages. $18.75. 


Professional Practices in Management Consulting—This book 
outlines some of the professional procedures, approved by 
the Association of Consulting Management Engineers, that 
may be followed by management consulting firms in pro- 
curing and serving clients. Also discussed are the personal 
conduct and professional qualifications of the individual 
consultant. The material contains the Code of Ethics of the 
Association. By the Association of Consulting Management 
Engineers, U. 8. A., 1959, 96 pages. $2.75. 


Twenty Years of Public Housing—A survey of the origin and de- 
velopment of public housing, and operation of the United 
States Housing Act. By Robert Moore Fisher. Harper and 
Brothers, New York, 1959, 303 pages. $6.50. 


Trade Association Law and Practice—Studies antitrust concepts 
affecting the functions and general characteristics of the 
average modern trade association. Presents information on 
some of the usual functions of trade associations, such as 
statistical reporting, cost accounting, etc., as well as such 
functions as industrial research, inventions and patenting, 
industry government relations, etc. Material is designed 
as a handbook for economists and business executives, as 
well as attorneys. By George P. Lamb and Sumner S. 
Kittelle The Trade Regulation Series, Little, Brown & Com- 
pany, Boston, Toledo, 1956, 28 pages. $10.00. 
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Business Forecasts 


Coal 


Monthly Review, Federal Reserve Bank of Richmond, 
(March)—“In line with forecasts, bituminous coal production 
through January and early February ran ahead of year-ago 
levels. District coal output for the first five weeks of 1960 
averaged 4% higher than the same period in 1959 but 11% 
under 1957. 

“After being hard hit by the 116-day steel strike last year, 
it is estimated that the rebound in bituminous coal demand in 
the nation may raise output to 430-460 million tons this year. 
Production in 1959, as in recession-bound 1958, amounted to 
410 million tons. The expected increase for 1960 is based on 
expected record consumption by steel mills and electric utili- 
ties. Declines are expected in demand from other industrial 
customers and from retail and export markets. The prospects 
for improvement in overseas demand remain bleak. European 
markets for District coal are marked by heavy inventories and 
by increasing competition from oil and gas. Pithead stocks of 
coal in the European Coal and Steel Community countries at 
the last reported date (September, 1959) totaled 32.6 million 
tons, up severely from 22.5 million tons at the same date a 
year earlier. Current reports indicate, however, some decline 
in coal inventories in recent months. District coal exports have 
shown a somewhat improved trend since December, 1959, but 
are still substantially below year-ago levels.” 


General 


Dr. James J. O’Leary, director of economic research, Life 
Insurance Association of America, (The Commercial and 
Financial Chronicle, March 17)—“. . . As is always the case, 
the outlook for the money and capital markets depends basi- 
cally upon the general business outlook. . . . 

‘‘Personal consumption expenditures have risen steadily in 
recent years, and I fully expect another substantial increase 
this year. Recent consumer surveys indicate that this should 
be an excellent year for durable goods. Despite the compara- 
tively slow start in automobile sales, which has caused some 
downward adjustment of the early expectation of a seven- 
million car sale year, the consumer surveys suggest that there 
will be a spurt in car sales in coming weeks. Perhaps we were 
carried away with enthusiasm for the smaller cars, but it still 
seems a good bet that this will be a banner year for the auto- 
mobile industry. The further strain on the supply of consumer 
credit which this suggests is clear. . 

“Despite the talk about economy in government spending, 
I believe that the total of federal, state, and local government 
purchases of goods and services will continue this year the 
steady rise which has been characteristic of recent years. This 
will be especially true of state and local government pur- 
chases. .. . 

“Tt is clear . . . that I am fairly bullish about general busi- 
ness activity in the remainder of this year. My guess is that by 
the third or fourth quarter of 1960 GNP will have risen about 
10% to an annual rate of about $525 billion. For the year as a 
whole, GNP will probably be around $510 billion, as compared 
with the figure of $479.5 billion last year. In this type of econ- 
omy, we shall obviously have high employment of our re- 
sources and there will undoubtedly tend to be upward pres- 
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sures on the general price level, even though prices show no 
significant change. . . . 

“What, then, are the implications of the general business 
outlook for the money and capital market, and particularly 
the mortgage market? ... 

“Starting with uses of funds, we anticipate an increase of 
$5.5 billion in corporate bonds outstanding in 1960, or about 
$1 billion more than in 1959. This is based on the expectation 
that corporate spending will rise significantly this year, but 
corporations will be able to finance much of this out of re- 
tained earnings and the liquidation of short-term government 
securities. . . . 

“‘As is well known, the Treasury’s surplus will be seasonal in 
nature. During the first half of 1960 the Treasury can be ex- 
pected to run a cash surplus of several billion dollars, so that 
it will be retiring that amount of debt in this period. Many 
observers are counting on this to create a measure of ease in 
the money and capital markets in the next few months. . .” 


“Business Conditions,” Federal Reserve Bank of Chicago 
(American Metal Market, March 18)—“‘Sales of autos and 
other durable goods have risen less sharply than anticipated 
and inventories have increased more rapidly, the Federal Re- 
serve Bank of Chicago said in its monthly review, “Business 
Conditions.” This has depressed unusually buoyant expecta- 
tions for the first half of 1960, the bank stated. 

“Sales of autos for the first two months have fallen short of 
anticipations, and consumer demand for other durables, es- 
pecially major household appliances and TV, has not been as 
vigorous as had been expected. 

“These developments have boosted durable goods inven- 
tories and moved up the inventory-building timetable consid- 
erably, the bank said. Inventories now are approaching levels 
which in most lines are adequate to support current rates of 
production and sales, the bank stated. 

“The bank suggested that the missing extra strength in 
consumer demand for durable goods may be a result of un- 
balanced inventories and an unwillingness on the part of 
dealers to shave prices. The long steel strike and its effects on 
secondary industries have severely curtailed the ability of 
many families to purchase durables even though total personal 
income has increased quite sharply. 

“Tn reevaluating products for the year, the bank stated that 
it must be noted that sales of durables, although below expec- 
tations, have been anything but depressed. Farm income pros- 
pects for the year are less bearish than projected earlier, and 
the anticipated decline in 1960 housing starts from 1959’s high 
level may be less drastic than previously indicated. 

“In other business sectors—government expenditures, sales 
of soft goods, and producer purchases of new equipment— 
prospects have neither weakened nor strengthened in recent 
weeks, according to the bank.” 


Business Bookshelf 


Production Control, Second Edition—In describing the work of 
controlling production, the author compares and analyzes 
methods to be used in particular situations. By Franklin G. 
Moore. McGraw-Hill Book Company, Inc., New York, 1959, 
655 pages. $8.00. 


Pension Funds and Economic Power—An analysis of the origins, 


workings, and impact of pension trusts, a major new force 
in our economic life. By Paul P. Harbrecht, S. J. The Twen- 
tieth Century Fund, New York, 1959, 328 pages. $5.00. 


Business Highlights: 


IN SEARCH OF A TREND 


outlook for 1960 had at least cleared, if the out- 

look itself had not. Owing in some measure to 
suddenly severe winter weather, and in some measure to 
very rough weather indeed on securities exchanges, both 
the personal sector and the business sector were order- 
ing at rates not entirely commensurate with the swollen 
income flows available to them. As a result, the very 
high level of output reached in early 1960 has been 
associated with an extremely high rate of inventory 
accumulation. 

The early months of 1960 are thus witnessing a tug 
of war similar in some respects to late 1956 and early 
1957, with sentiment pulling one way and underlying 
trends the other. The parallel, however, is now inverted: 
whereas expectations in early 1957 seemed to be more 
optimistic than the underlying trends, at present the 
sentiment seems weaker than the statistics. In any 
event, the near unanimity about 1960 that prevailed 
three months ago has now largely disappeared. While 
the great majority of observers may not have altered 
their actual forecasts, the probabilities that they asso- 
ciate with their optimism have been notably lowered. 


B: LATE IN March, the issues surrounding the 


The Sentiment and the Statistics 


Under the pressure of a high but now declining rate of 
inventory accumulation, a number of important statis- 
tics have already begun to take on some of the indicia 
of a business cycle peak. Several of the more significant 
“Jeading indicators,” such as hours of work and new 
orders in durables industries, appear to be in a short- 
term decline; residential building activity and the rate 
of new incorporations have been in an irregular decline 
since last summer. THE CONFERENCE Boarp’s diffusion 
index, which fell sharply during the strike and recovered 
less sharply in December and January, showed little 
change in February. 

These and other emerging signs of business weakness 
obviously merit careful and continuing appraisal over 
the next few months. At present, their implications are 
counterbalanced by other realities and potentials present 
in the business environment. Among these are the 
present strength in indicated capital outlays; the 
planned character of present output reductions, and 
their concentration in relatively few industries; and 
possible expansions in retail trade, residential building 
and defense orders. 
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In late March, the actual reports on business opera- 
tions remained on the whole quite good. In February, 
employment continued to run at record rates, and un- 
employment declined slightly as a percentage of the 
labor force. The available weekly figures on insured 
unemployment showed no important changes sugges- 
tive of sudden reductions in planned operating rates. 
The Federal Reserve’s production index in February 
likewise pointed to sustained activity. The volume of 
retail trade has been good, in view of the weather. And 
the gross national product has clearly expanded at a 
record rate from its average rate in the last half of 1959. 
While official estimates for national output will not be 
available for several weeks, indications point to a rate 
somewhat in excess of $500 billion in the first quarter. 

On the output side of the national accounts, the com- 
position of the increase has differed little from earlier 
expectations. The rate of personal consumption appears 
to have risen by $5 billion or $6 billion, fixed business 
investment by about $2 billion, residential building by 
about $1 billion, government purchases by about $3 
billion, net exports by about $1 billion, and inventory 
demand by about $7 billion. 

Over one third of the total increase in national output 
from the fourth quarter to the first quarter thus appears 
to have taken the form of an inventory flow (the per- 
centage would of course be even higher if it were based 
on the increase in goods production alone). Neverthe- 
less, the increase in final demand in the first quarter of 
1960 (that is national output, less inventory demand) 
has evidently been larger than at any time since 
recovery began in early 1958, and about as large as any 
such increase on record. 

On the face of the national accounts, there thus seems 
little to quarrel with in the first-quarter figures. How- 
ever, just as the increase in inventory demand is largely 
a function of strike recoupment, a considerable propor- 
tion of the increase in end-product deliveries also reflects 
recoupment—in automobile deliveries, in capital goods 
deliveries, and in construction activity of both private 
residential and public types. 


Steel and Autos: Autos and Steel 


Measures of business activity underwent a brief but 
violent cycle in the last half of 1959 and in early 1960. 
A strikingly high proportion of the fluctuation in this 
period was attributable to the behavior of output in the 
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steel and automobile industries. Outside these indus- 
tries, production patterns were in fact relatively stable, 
and even inventory change was not pronounced. 

Total industrial activity, seasonally adjusted, de- 
clined about 7%, as measured by the industrial produc- 
tion index, between June and October of 1959. Of this 
decline, over 60% was concentrated in the steel and 
automotive industries; the remainder was distributed 
mainly among mining activity (including iron ore) and 
production of fabricated metal products and machinery. 

Between October, 1959, and. January, 1960, total 
activity rose about 10%, and something more than 60% 
of this increase reflected a resurgence of output in steel 
and automobiles. In January, these two industries ac- 
counted for 9.7 points in the Federal Reserve’s index 
(1957 = 100); by October, their contribution had 
fallen to 3.9 points; by January, it had risen to 10.5 
points. 

The contribution of all other industries to the index 
has thus been relatively stable over the past half 
year, the only significant change occurring in Novem- 
ber, when the side effects of steel shortages had their 
pronounced impact on total activity. In contrast, activ- 
ity exclusive of steel and autos rose about 9% in the six 
months preceding the steel strike, with gains widely 
spread in both durables and soft-goods industries. 


Effect on Other Industries 


Currently, steel production and automobile produc- 
tion account for a little less than 10% of total activity 
covered by the industrial production index. However, 
much fabricating output outside these industries is asso- 
ciated with output of steel and automobiles. Thus down- 
ward adjustments in these two industries would doubt- 
less be reflected across a broad range of operating 
statistics, stretching well into even soft-goods lines 
(chemicals and textiles, for example; output of uphol- 
stery fabrics has already reflected the reduction in 
passenger-car assemblies). 

Nevertheless, there are special characteristics of the 
present situation that suggest the possibility that fairly 
sizable declines in output rates in these two major 
industries may have less than their usual side effects. In 
steel, the accumulation rate is clearly of a voluntary, 
catching-up nature. The present level of steel inven- 
tories, and of steel consumption itself, is hardly sugges- 
tive of a heavy supply, or of weakening consumption 
rates; both of these conditions prevailed when steel out- 
put weakened in late 1957. In the machinery sector, 
which is a substantial user of steel, consumption is 
likely to be maintained at a high rate throughout the 
first half at least and probably well into the second half. 
And while automotive assemblies themselves may de- 
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cline in the second quarter, the steel inventory position 
of the automobile industry is still far from heavy. 

The prospective reduction in the steel output rate is 
thus an inventory-adjustment much more than it is a 
steel-consumption phenomenon. As a reflection of this 
fact, orders for steel are currently considerably below 
the consumption rate, just as current shipments are 
considerably above the consumption rate. 


The Plant and Equipment Trend 


At mid-March, the Commerce Department reported 
its long-awaited findings of the annual survey of busi- 
nessmen’s anticipated spending for plant and equipment 
in 1960. The survey was taken in late January and 
February, which suggests that some but certainly not 
all the reorientation of sentiment in early 1960 could be 
considered to be reflected in the findings. 

The findings are in fact just about what most ob- 
servers of business trends guessed they would be. The 
survey points to an increase of 14% in total spending, 
with increases in the components ranging from 2% in 
mining to over 30% in durable goods as a whole, and 
between 60% and 70% in steel and motor vehicles. 
Notably, every subcomponent underlying the total— 
and this includes more than a dozen breakdowns within 
the manufacturing total—anticipates increased outlays 
for plant and equipment in 1960. In almost every 
instance, too, the anticipated spending rate in the first 
and second quarters of 1960 represents a continuous 
uptrend from the level prevailing in the last half of 1959. 

In viewing the capital outlays series, it is often as- 
sumed that it tends to underestimate the rate of change; 
that is, the anticipated series falls short of the actual at 


a time when the total is rising, and tends to exceed the 
actual at times when the series is falling. It would seem 
prudent, under present circumstances, not to count on 
this underestimation, at least not as yet, for 1960. 

The underestimation in times of rising business occurs 
for two reasons. The first is that the questioned execu- 
tives tend to do their estimating in current prices. Prices 
of capital goods have usually been rising in previous 
expansions, and the ultimate value of deliveries has — 
therefore exceeded earlier estimates. The second reason 
is that, under conditions of improving operating rates, 
new spending plans form more rapidly and eventual 
outlays are somewhat elevated. 

Neither of these two conditions can yet be counted 
upon for 1960. The prices of capital goods have been 
stable for some time, and business sentiment has shown 
none of the buoyant qualities that have been associated 
with high operating rates in previous cycles. At least for 
the time being, the uptrend in capital goods demand, 
and the wide distribution of the uptrend among indus- 
tries, should be taken as a strong underlying support for 
general activity, available to cushion the expected de- 
cline in inventory demand. 

While there may be some question about how stimu- 
lative the prospective rate of capital outlays will be, 
there is also much ground for thinking that it would 
resist downward pressure much more than it did in late 
1957. In the first place, the plant and equipment spend- 
ing rate is now much lower, relative to the cash inflow 
to corporations, than it was in 1957. In the second place, 
while there are no reliable figures on what proportion of 
the contemplated outlays is for capacity additions and 
what proportion is for modernization and cost reduc- 
tion, it is widely agreed that outlays of the latter type 
now constitute a substantially greater share of spending 
than they did three years ago. The present composition 
of outlays may thus make for much less sensitivity to 
recessionary tendencies in operating rates. 


Those Stock Yields 


In 1958, as stock prices advanced by about 30%, 
corporate dividend payments remained unchanged, and 
the dividend yield on common stocks fell sharply. On 
the other hand, interest rates on bonds, after declining 
sharply in the early. stages of the 1958 recession, turned 
abruptly upward at midyear. At the end of 1958, the 
dividend yield on common stocks was notably below the 
yield on high-grade corporates, and sharply below the 
yield on medium-grade corporates. It was even sig- 
nificantly below the yield on long-term government 
bonds, and about equal to the yield on state and local 
bonds. 

In 1959, the dividend yield on common stocks was 
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about unchanged. While stock prices closed the year 
slightly higher than their level at the start, the rate of 
dividend payments also improved. However, bond 
yields climbed sharply during 1959, and at the beginning 
of 1960 the spread between bond and stock yields was 
considerably greater than it had been at the close of 
1958. 

In recent weeks, the spread has begun to close. Stock 
prices have declined, and dividend payments have 


The Market’s Lost Ground 
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remained firm and perhaps risen slightly. The relation- 
ship of dividends to stock prices has risen to above the 
level prevailing at any time since the end of 1958, 
although it is still substantially lower than the average 
level in the years 1955-1957. At the same time, bond 
yields, after rising slightly in January and fluctuating at 
a high level during February, turned notably downward 
in early March. As of mid-March, however, the spread 
between bond and stock yields remains considerable by 
any postwar standard except late 1958 and 1959. The 
wide spread in the yield is, of course, treated by many 
observers as an important bearish influence on stock 
prices. 

The inversion of what is usually considered a normal 
yield relationship between stocks and bonds is often 
treated as a measure of the degree to which expectations 
of inflation have influenced the behavior of investors. To 
the extent that this generalization is correct, the yield 
spread is still at a level associated with inflationary ex- 
pectations, at a time when the expectations themselves 
have evidently weakened. 

Quotations “‘Ex-inflation” 

Whether they have weakened or not, and whether the 
cessation of price inflation has a special significance 
greater than previous postwar lulls, is a matter of con- 
jecture. But it is at least true that the higher levels of 
interest rates now prevailing, the budgetary balance in 
prospect for fiscal 1960, and the surplus possible for 
fiscal 1961, together with the behavior of wholesale 
prices themselves, certainly carry a suggestion that 
systematic postwar inflation is hardly a salient aspect of 
current business conditions. 

Part of the weakness of the stock market thus seems 
to reflect a transition to stock prices “ex-inflation,” to 
use the phrase of the chairman of the Federal Reserve 
Board of Governors. How far “‘ex-inflation” might carry 
the market is a question much discussed in Wall Street, 
but it might be added that a number of other factors in 
addition to price expectations have helped to form stock 
prices. 

Among these are (1) the restricted supply of equities, 
(2) the greatly increased demands for quality issues 
arising from a sharp increase in the number of families 
at income levels associated with stock ownership, and 
(3) structural changes in the forms of saving, such as the 
appearance of the pension fund and the mutual fund. 
Finally, structural changes in the economy itself, most 
of them in the direction of reducing the impact of reces- 
sion, and hence reducing the risk associated with owner- 
ship of equities, are doubtless reflected in the current 


level of stock prices. 
ALBERT T. SOMMERS 
Division of Business Analysis 


Steel, Autos Buttress Metalworking Appropriations 


AST YEAR the metalworking industries! ap- 
1B proved an estimated $5 billion in new capital 
authorizations, doubling the 1958 rate and rising 
one sixth over their level in 1957. The gain from the 
third to the fourth quarter of last year, however, was 
less than over the corresponding periods in the two 
earlier years. Nevertheless, fourth-quarter metalwork- 
ing appropriations rose more than 50% above the year- 
ago rate. 

Basic steel reversed its strike-induced cutback of the 
third quarter to lead the advance. The automobile 
industry also scored sizable gains. Outside these two 
major industries, the upswing in approvals appears to 
have lost much of its earlier momentum. Evidently, the 
undercurrents in the business environment associated 
with the steel stoppage clouded the near-term outlook 
and stimulated increased caution toward capital ex- 
penditure proposals. 

Metalworking approvals mounted to a peak rate in 
the second quarter last year, when they stood approxi- 
mately 150% higher than in the same period of 1958. 
In the third quarter, the pace of the expansion dropped 
to just over 70%. In the closing months of last year, a 
growing number of modest curtailments made further 
inroads on the tempo of the appropriation upsurge, with 
the total gain for the fourth quarter easing to 55%, still 
a sizable increase. 

The final quarter of 1959 was noteworthy for the first 
signs of reversal from expansion to mild contraction in 
any major industry group. This shift occurred in the 
electrical and nonelectrical machinery industries. Ap- 
propriations in these two groups had mounted at 
increasing rates for four successive quarters, reaching 
their heights in the third quarter last year. The re- 
versals within these two groups exerted the principal 
downward pressure upon metalworking authorizations. 


YEAR-END STRENGTH IN BASIC STEEL... 


Supporting the appropriation totals against these 
downward forces was one pillar of strength—the basic 
iron and steel industry. During the third quarter, the 
steelworkers’ strike forced the suspension of numerous 


1 Metalworking is defined in the present study to include these 
major industrial classifications: metal furniture, primary metals, fabri- 
cated metal products, machinery (except electrical), electrical machinery 
and equipment, transportation equipment, and instruments and related 
products. Excluded from the present survey are the metalworking in- 
dustries in ordnance, for reasons of national security, and miscellaneous 
metal manufacturing industries, since they represent a small fraction of 
the total and typically include small companies for which capital 
budgets are lacking 
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capital investment projects and the shelving of many 
more at the appropriation stage. The return to work on 
November 7 under court orders loosed a torrent of 
steel into pipelines made nearly empty by sixteen weeks 
of inactivity. Along with this loosening of the reins on 
output came a similar release of the investment pro- 
posals that were shelved during the preceding three or 
four months. In the final quarter of 1959, basic steel 
approved a volume of capital funds that was more than 
three times the level in the same period a year earlier. 

The support that this year-end boost provided to the 
aggregate trend and the extent to which it counteracted 
the cutbacks in the machinery industries are indicated 
by the following percentage changes from year-earlier 
approvals for all metalworking, for basic steel, and for 
all metalworking except basic steel: 


1958 1959 
t tl tt IV ! tl ul IV 


All metalworking —60 —59 + 8 — 6 +121 +149 + 71 + 55 


Basic stee]...... —84 —48 +46 +11 +641 +153 — 17 +216 
All metalworking 
except basic 
steel. ....... 


—51 —62 —6—9 + 33 +147 +120 + 15 
Without this support from the basic iron and steel 
industry, the upsurge in metalworking appropriations 
would have slackened considerably. 


+ AND IN MOTOR VEHICLES 


An additional way to indicate the downward influ- 
ence which fourth-quarter curtailments in machinery 
approvals exerted upon the totals is to remove from 
those totals the appropriations of one more giant, the 
motor vehicle and motor vehicle equipment division. 
This industry swings about three fifths the weight in the 
metalworking totals exerted by the basic steel industry. 
In the fourth quarter, it approved about $96 million in 
capital funds, almost $50 million more than in the 
similar period of 1958. In percentage terms, this gain 
was more than 100%. Without this stimulus given by 
these two giants, metalworking approvals would have 
advanced only 4% in the fourth quarter. For the past 
eight quarters, the percentage changes in appropriations 
excluding basic steel and motor vehicles are as follows: 


1958 1959 
! tl it IV t tl Ut IV 


—55 —65 —4 +17 +47 +103 +98 +4 


The more gradual trend in the percentage changes 
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Steel Boosts Year-end Rise 
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| Based upon reports for 711 metalworking divisions, See table 4 
Source: The Conference Board 
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shown in the preceding table is, of course, the converse 
of the appreciable volatility in basic steel and motor 
vehicle appropriations. 


CROSS CURRENTS CAUSE UNCERTAINTY 


The cutbacks in machinery approvals reflected many 
factors in the business climate at year end that clouded 
the short-term prospect. For example, the Federal 
Reserve production indexes indicated that the direct 
and indirect effects of the steel shortage took the heavi- 
est toll upon machinery production in November, when 
steel output first rose. Even though machinery output 
recovered in December, it was significantly lower in the 
fourth quarter than in the third. Capital spending ex- 
pectations may have been affected by these dislocations. 

Beyond this short-term influence on the machinery 
industries, however, were some unfavorable 1959 devel- 
opments, such as the increase in highly competitive bids 
from foreign manufacturers on both public and private 
contracts for the installation of heavy electrical equip- 
ment, and the increasing costs of credit for financing 
major capital installations as well as for carrying inven- 
tory. The possibility that productive capacity in several 
industries was more than ample to meet prospective 
demand probably discouraged some capital spending 
projects, particularly in those industries twice removed 
from final goods markets. 


STIMULUS OF STEEL ON PRIMARY METALS 


In the fourth quarter, the basic iron and steel industry 
(SIC 331) reversed the approval slash made during the 
prior quarter. From a 17% reduction in the third quar- 
ter, this industry boosted approvals by more than 200% 
during the final three months of the year. This pattern 
ran counter to that in metalworking as a whole, since 
the steelworkers’ strike during the third quarter not 
only cut off the operations of all but a few steel pro- 
ducers, but also forced them to suspend many capital 
spending projects in process or planned. Thus the carry- 
over of capital investment programs combined with 
burgeoning order backlogs to stimulate a vigorous in- 
crease in appropriations once the steel mills could 
resume work. 


Percentage Changes in Primary Metals Approvals 


1958 1959 
! I tr IV t iT ul IV 
Primary metals.. —74 —74 +31 —25 +405 +169 + 2 +171 
Basic steel...... —84 —48 +46 +11 +641 +153 —17 +216 
Primary metals, 
except basic 
steel........ —40 —90 — 4 —64 + +38 224 +70 + 24 


As the above figures indicate, the balance of the 
primary metals industry reached its peak appropriation 
rate in the second quarter last year. Thereafter the 


‘ upsurge lost momentum, so that by the fourth quarter 


the nonferrous divisions appropriated only about 25% 
more than in the fourth quarter of 1958. This trend 
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Table 1: Capital Appropriations in Metalworking, 1958 and 1959 


Money figures in millions of dollars 


Capital Appropriations Approved 
During: Percentage Changes: 


Year: Second Half: Fourth Quarter: 1959 @nd Half’59 IV ’59 
Industry SIC over over over 

Code 1958 1959 1958 1959 1958 1959 1958 @nd Half ’58 IV ’58 

Metal furntturesc0 acc.cc cit ac eee 25 4.1 14.0 1.5 3.1 0.5 1.5 +241 +103 +197 

Primary metals. 400 2 ee oso oe 33 512.4 1,341.5 312.1 549.8 137.0 371.2 +162 + 76 +171 

Fabricated metal products........... 3h 135.4 195.3 80.7 111.2 47.2 70.4 + 44 + 38 + 49 
Machinery (except electrical)........ 85 369.2 547.2 205.8 264.2 139.0 135.3 + 48 + 28 -—- 3. 

Electrical machinery and equipment... 36 190.2 348.9 104.8 194.2 75.7 73.9 + 83 + 85 — g 

Transportation equipment........... 87 422.1 723.6 186.1 822.1 119.6 154.3 + 71 + 73 + 29 

Instruments, €tC.n.. oehses ae eee 38 28.4 49.2 15.5 19.0 9.2 11.0 + 73 + 23 + 20 

Total reported in metalworking!...... 1,661.7 8,219.7 906.6 1,468.7 628.1 817.6 + 94 + 61 + 65 

Total estimated metalworking?....... 2,693 5,096 1,436 2,822 832 1,299 + 96 + 62 + 656 


Based upon returns from 481 companies reporting 711 separate industry groups 


1 Excludes ordnance and accessories, SIC code 19, and miscellaneous metal manufacturing, SIC code 89 
2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 


Source: Tue ConFERENCE Boarp 


paralleled that for metalworking generally, outside of 
the steel industry. 

The shortage of steel inventories set the stage for the 
upsurge in output that brought operations to 90% of 
capacity two weeks after the workers returned to the 
steel mills. No such backlog of deferred demand sup- 
ported the nonferrous metal—especially copper, lead 
and zinc—producers, as was suggested by the lack of a 
price trend for these metals in the second half of 1959. 

Further evidence of adverse conditions in primary 
metals was the fact that only basic steel appropriations 
topped their 1957 total in 1959, whereas no nonferrous 
division even approached its 1957 allocations. 

Despite the loss of momentum in the nonferrous 
metal industries, all except two achieved vigorous per- 
centage gains over the similar year-ago periods both in 
the second half and in the fourth quarter of 1959 (see 
table 2). The late-1959 cutbacks in the miscellaneous 
and in the nonferrous rolling, drawing, and extruding 
categories were quite modest in terms of both dollars 
and percentages. 


UPTURN IN FABRICATED METAL PRODUCTS 


In the final months of 1959, the metal fabricators 
appropriated at a rate closer to that prevailing in the 
first half of the year. The third-quarter downtrend in 
authorizations was a by-product of the steel shortage, 
for as supplies flowed to the fabricators in record quanti- 
ties toward the end of the quarter, the downtrend was 
reversed. 

A significant approval gain occurred in the fabricated 
structural products group, which had been directly and 
severely affected by the steel strike during the previous 
quarter. This division turned a third-quarter cutback of 
25% into an advance of 13% above the year-earlier 
volume in the following period. 

The coating, engraving and wire products category 
scored a second consecutive increase in momentum in 


the last quarter of the year. In the third quarter, it 
raised approvals more than 100% above the level of the 
same period in 1958; in the final quarter, the increase 
was close to 200%. These advances should, however, be 
examined in the perspective of the exceedingly small 
amounts set aside for investment throughout 1958, for 
the dollar gains in 1959 were minor (see table 4). 

The large percentage increase in approvals by the 
cutlery, hand-tool, and hardware industry—which has 
been registering the largest increases in the entire 
survey —must in part also be attributed to the depressed 
level of its investment programs in 1958 (its appropria- 
tions amounted to under $6 million in that year, com- 
pared with almost $26 million during 1957). Nonethe- 
less, the dollar advances in 1959, especially those during 
the second half, were impressive. The year’s gain over 


1958 was more than $40 million, most of it occurring in — 


the last half (see tables 2 and 4). 

These increases were more than enough to offset the 
appropriation curtailments in the metal can, screw 
product, stamping, and miscellaneous divisions, as well 
as the slower pace of growth in the heating and plumb- 
ing equipment industry. 

The major portion of the approval advance made by 
fabricated metal products in 1959 compared with 1958 
occurred during the first half of the year. The fourth- 
quarter upturn, however, went far to lift a trend that 
otherwise would have shown a deep dent in the final 
half. Clearly the resumed flow of primary metals during 
the last month and a half of the fourth quarter helped 
materially to achieve this effect. 


REVERSAL IN NONELECTRICAL MACHINERY 


After gaining at increasing rates through the previous 
five quarters, appropriations in the nonelectrical ma- 
chinery industries suffered a small cutback in the fourth 
quarter of 1959. Starting with a boost of 9% in the third 


quarter of 1958, the year-to-year gains mounted progres- 
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Table 2: Changes in Metalworking Appropriations, 
: 1958 and 1959 


Percentage Changes! 


Qnd Half Appro- 

Industry SIC 1959 "59 IV ’59 priations 
Code over over over per Plant 

1958 gad Bek. IV ’68 Worker? 


Blast furnaces, steel works 

- androllingmills........ 831 +199 + 84 +216 3,472 
-Tron and steelfoundries.... 332 + 62 + 49 + 36 586 
Smelting nonferrous metals? 3383-4 + 90 +129 +110 2,052 
Rolling, drawing, extruding 


nonferrous metals...... 835 + 52 — 10 — 8 1,098 
Nonferrous foundries. ..... 336 +259 +716 +811 1,123 
Miscellaneous primary 

metalsee aise Joes 2s. 839 +15 -—- 3 — 8g 572 

pivietal’cans...o.o3...-.60 8h1 +13 —18 — 12 1,135 
Cutlery, hand tools, hard- 
EE WET Clears Sidi dile |. vateiver ehwnincte teks 342 +684 +691 +689 1,297 
Heating (except elec.), and 
- plumbing equipment. . 848 +21 + 43 + 24 681 
| Fabricated structural prod- 
BEBIICES Al Ahsitre Ride ws no tue Bhh — 9 — 5 +138 ~~ 987 
Screw productsandrivets.. 345 + 23 — 10 — 13 774 
PStampings|. 14.0, ie ee 846 +78 — 5 — 14 584 
Coating, engraving and wire 

TERI TEE a eee 847-8 + 42 +143 +194 338 
Miscellaneous fabricated 

metal products......... 349 — 19 — 2 — 41 360 

Engines and turbines..... 351 +183 +154 +184 1,032 
‘Farm machinery......... 352 + 24 — 283 — 8 1,705 
Construction, mining, ma- 

terial-handling equipment 353 — 11 — 63 — 80 1,071 


Metalworking equipment’. 354,-9 + 73 +97 +12 606 
Special industry machinery 355 + 60 + 52 + 56 3,157 
General industrial machin- 

ELA Cit R PED) ROR PSR 3856 +144 +228 + 71 1,559 
Office, computing, account- 

ing, and storemachines.. 357 +438 + 57 + 44 2,278 


‘Service industry machines... 358 + 27 +101 + 51 597 
Electrical transmission 

equipment <2 a) tae skis 3861 +155 +241 — 15 1,899 
Electrical industrial ap- 
BBP DACAUIS aac syste cle eel ti 362 + 55 0 — 25 828 
‘Household appliances. .... 363 + 51 +19 + 28 651 
Electric light and wiring 
irequipment:'..2...io. 22 364 + 83 + 59 + 28 599 
‘Radio and TV receivers.... 365 + 84 + 67 — 39 482 
‘Communication equipment 366 +124 +314 +135 1,224 
‘Electronic components.... 367 +44 — 8 — 20 1,206 
Miscellaneous electrical 

equipments cic. eh 3 2 869 +46 +41 — 3 732 
‘Motor vehicles and equip- 

ment Sli Pady oh sO atecsrs eto 371,-6,-9 +125 +167 +106 934 
Aircraft and parts........ 3872 +12 —-—- 4 — 19 401 
Ship and boat building... .. 3873 — 2 — 32 — 59 392 

ailroad equipment....... 37h +27 +98 — 1 299 
Engineering and scientific 5 

research instruments. 381 +186 +139 +112 1,087 

easuring and controlling 

instruments: .....0...% 382 +47 —13 — 7 814 
Mrmr, 333-7 +35 +10 —12 527 

1 Derived from the dollar figures shown in table 4 


2Jn dollars per plant worker, based on appropriations made from I ’59 through 
69 and plant employment of reporting companies in 1957 


3 Includes secondary nonferrous smelters, SIC code 334 
4 Includes miscellaneous machinery, SIC code 359 


- § Includes motorcycles, bicycles and parts, and transportation equipment, not else- 
here classified, SIC codes 875 and 379, respectively 


| 6 Includes optical instruments, surgical instruments, ophthalmic goods, photo- 
an Shoe and watches, clocks, clock-operated devices, SIC codes 383, 384, 
387, respectively 


: Rubee! Tur Conrerencr Boarp 
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sively to a peak of 93% in the third quarter last year, 
despite the sudden slump in the capital allocations of the 
farm equipment industry. 

In the closing months of 1959, total nonelectrical 
machinery approvals dropped to a level 3% below that 
of the corresponding period of 1958. The explanation of 
this decline could no longer be sought in the trend of 
farm equipment authorizations, which were less than 
$1 million below their fourth-quarter-1958 level. 

The dissenting vote this time was cast by the con- 
struction, mining and material-handling equipment in- 
dustry —but it was a dissent more remarkable for bark 
than for bite. During the final quarter of 1958 this sub- 
division set aside over $58 million for plants and equip- 
ment, more than eight times the sum approved in the 
similar 1957 period. This amount was unusual and not 
likely to be repeated except under extraordinary cir- 
cumstances. The amount approved in the fourth quarter 
of 1959 was about $12 million, which in the context of 
the three-year history of the metalworking survey is 
sizable. It exceeded the fourth-quarter-1957 sum by 
almost two thirds, and slightly topped its mark in the 
preceding quarter. 

Thus it was really the tremendous boost in the last 
quarter of 1958, rather than any clear weakness in the 
recent period’s appropriations, that explains the modest 
decline of 3% in total nonelectrical machinery alloca- 
tions. The lack of a comparable rise of authorizations in 
the construction, mining and material-handling equip- 
ment branch may be attributable to market gluts and 
weak prices in the so-called hard-rock mining industry. 
Specifically, the lead and zinc mines were in especially 
slack times, and slow business for them was unavoidably 
communicated to the industry that makes their ma- 
chinery and equipment. 


Four Up, Four Down 


Outside the construction and mining equipment and 
the farm machinery sectors, fourth-quarter appropria- 
tions in nonelectrical machinery were strong, but were 
not generally maintained at the same rate as in the 
previous three months. Only in the engine and turbine 
and the special industry machinery categories did the 
percentage ratios to the year-earlier volumes continue 
climbing from the third to the fourth quarter. The pace 
fell sharply in metalworking machinery, general in- 
dustrial machinery, and service industry machinery. 

Despite the appearance of negative signs, however, 
the picture in nonelectrical machinery was not at all 
bleak, for in four of the eight three-digit divisions 
approvals rose at a greater rate in the second half of the 
year than in the first (see table 2). The second-half 
authorization rate increased in the metalworking ma- 
chinery, general industrial machinery, office and store 
machine, and service industry machine groups. AIl- 
though in the engine and turbine and special industry 
machinery divisions the second-half pace slackened 
from that in the first half, underlying strength was 
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indicated by the fact that the percentage increase in the 
fourth quarter exceeded that for the second half. 


CUTBACKS PEPPER ELECTRICAL MACHINERY 


Appropriations in the electrical machinery sector hit 
a peak rate in excess of 300% over the year-ago period 
in the third quarter of 1959, crowning a year of succes- 
sive gains. In the last three months of the year, however, 
many forces caught up with this important group of 
industries, denting the long ascent. The total reduction 
was very slight, however, as authorizations in the final 
quarter of 1959 fell short of those in the same period of 
1958 by less than $2 million, a loss of only 2%. 


Facts on the Survey Itself 


This is the seventh report on a continuing quarterly 
survey of capital appropriations newly approved in the 
metalworking industries, conducted by The Confer- 
ence Board and financed by Iron Age. Through more 
specific industry analysis, the present survey pinpoints 
detailed appropriation trends in an important and 
sensitive sector of manufacturing. In this way, it comple- 
ments and expands upon The Conference Board's 
quarterly survey of capital appropriations in manufac- 
turing as a whole. 

The industry information shown in the present survey 
is based upon a division of reporting companies into 
““establishments,’’ a classification by type of product 
according to the three-digit system of the ‘'Standard 
Industrial Classification Manual’’ (SIC). The survey 
techniques employed were described at length in the 
first report on capital appropriations in metalworking, 
published in The Business Record for December, 1958. 
(Reprints of all articles in this series are available on 
request.) 

Despite the intention to cover a parallel field, the 
present sfudy is basically different from the all-manufac- 
turing survey. The latter draws reports from the 1,000 
largest manufacturing companies as identified by size 
of total assets. The metalworking survey, on the other 
hand, draws samples from all producers of ‘durable 
capital and consumer goods who in 1957 operated at 
least one plant employing 500 or more production 
workers. The metalworking sample nof only is more 
restricted industrially, but also comprises many smaller 
companies excluded from the all-manufacturing survey. 

For this and related reasons, the dollar totals, and 
more importantly the trends for the major two-digit 
industry groups as shown by percentage comparisons, 
may differ materially between the two surveys. The 
sampling differences mean that appropriations for 
different sets of companies will be added to obtain 
mojor group ftofals. 


The electrical transmission and electrical industrial 
equipment divisions (SJC 361 and 362) reduced their 
fourth-quarter capital allocations by 15% and 25%, 
respectively. In the third quarter. however, the former 
increased appropriations by $53 million over the year- 
earlier volume. A boost of this size is hardly likely to 
be followed immediately by a further increase. 

It is also no secret that during 1959 foreign producers 
won important contracts to furnish electrical generating 
and transmission equipment to private and government 
sources. In addition, the huge outlays required for such 
facilities have been appearing more and more formid- 
able in the face of the mounting costs of borrowed 
funds. This situation has caused all units, private and 
public alike, to make careful appraisals of the efficiency 
of existing assets versus the expected returns from new 
installations. Since they are long lived, it is often pos- 
sible to make do with existing equipment until financing 
costs decline. 

Finally, a large reserve of unused productive capacity 
still overhung the electric utility industry at year end. 
The suppliers of such equipment were therefore under 
no immediate compulsion to undertake any sizable 
capital expansion program to raise their own capacity. 

Manufacturers of electronic components (SIC 367) 
reduced their capital authorizations by $5 million be- 
tween the final quarters of 1958 and 1959. This was the 
largest dollar cutback by any electrical machinery 
category. The reduction may principally reflect the 
recent changes in federal defense programs, with result- 
ing cancellations of some contracts. 

On the brighter side, further approval gains in the 
last quarter of 1959 were made by communication 
equipment, electric light and wiring equipment, and 
household appliances, the latter division exceeding its 
third-quarter rate of gain. 


Fourth-quarter trends should be placed in the per- 


spective of the year as a whole. The upsurge in electrical 
machinery appropriations that extended through the 
first three quarters of 1959 greatly outweighed the 
modest fourth-quarter decline. Thus total 1959 ap- 
provals exceeded the corresponding 1958 sums in every 
three-digit category. The gain for the entire group was 
83%, second only to that for primary metals. The 


margin of 60% achieved by electrical machinery ap- 


provals over 1957 authorizations was the largest for any 
major metalworking group. 


AUTOS LEAD TRANSPORTATION EQUIPMENT 


The fourth quarter of 1959 witnessed a continued 
slackening in the rate of growth of transportation equip- 
ment appropriations. They reached their peak in the 
second quarter, when they were 227% greater than in 
the comparable 1958 period. The third-quarter rate was 
reduced to 152%, and that for the fourth quarter fell to 
29%. The pace of appropriations in the latest period owed 
its sole support to a 106% advance in the motor vehicle 
division. This was the third consecutive quarter in 
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which this important division boosted new capital allo- 
cations by more than 100% over the volume in the 
preceding year. 

This trend in automotive investment expectations is 
consistent with the jump in demand for cars and trucks 
between 1958 and 1959, as indicated by the 30% in- 
crease in new passenger car and truck registrations. The 
larger output that this sales rise necessitated has stimu- 
lated a flow of funds into capital additions and improve- 
ments. The shift in production to a new type of automo- 
tive product in response to the success of the smaller 
foreign automobiles also accounts for a considerable 
portion of the 1959 increases in appropriations. 

Outside motor vehicles, approvals of aircraft, ship, 
and railroad equipment manufacturers dropped more 
than 20% in the fourth quarter last year below the same 
1958 quarter. The deepest percentage cut occurred in 
shipbuilding appropriations. This downturn was most 
likely the consequence of ample world shipping ton- 
mages, as evidenced by the continued weakness in the 
ship charter market. The cutback of almost 20% in 
aircraft authorizations may reflect the recent shifts in 
military planning away from manned aircraft and 
toward missiles, with the accompanying shift of em- 
phasis in the use of investment funds from plant and 
squipment additions to expansion of research and 
engineering projects. 

_ The 1% shrinkage in railroad equipment approvals 
was very small and attributable to the contraction in 
freight traffic caused by the direct and secondary effects 
upon metalworking activity of the fourth-quarter steel 
shortage. 

_ Except for these minus signs at year end, the 1959 
ce of appropriations in transportation equipment 
retained a definite upward tilt. Indeed, the approval 
ace in the second half of the year exceeded that for the 
year as a whole. The volume in the second half was 73% 
eater than in the comparable half of 1958, whereas 
otal 1959 appropriations rose only 71% over the 1958 
otal. The 1959 record, sparked by autos, also has 
surmounted that in 1957 by 7%. 


PACE SLACKENS IN INSTRUMENTS 


Beginning in the final quarter of 1958, capital appro- 
riations approved by the instrument producers pro- 
essively advanced through three successive quarters. 
he pace of the approval advance slowed to 27% in the 
succeeding third quarter of 1959 and 20% in the fourth 
uarter. 

Mainly responsible for this lessened rate of gain in the 
ourth quarter was the reduced volume of appropria- 
ions in measuring and controlling instruments (SIC 
82) and in professional and timing devices (SIC 383- 
87). On the other hand, manufacturers of engineering 
nd scientific research instruments (SZC 381) increased 
eir authorizations during the closing months of 1959 
y the largest dollar amount of any quarter in the his- 
ry of the metalworking survey. 


[Tex# continues] 
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Table 3: Percentage of Companies and Divisions Reporting Higher or Lower Capital 
Appropriations, Latest Five Quarters 


In per cent 


IV ’58 over IV ’57 
Industry —_——_———— 

Higher Lower 
Primary metals sere s.0¢ =. osc sen ticetecr ere socio ua are 47 48 
Fabricated metal products. ....:2.5..2.5+-...000. 41 56 
Machinery (except electrical)................0005 42 52 
Electrical machinery and equipment.............. 48 48 
Transportation equipment. ..v2nc.e..se.08ssace es 50 42 
Instruments,<ete. Ste. ce teite Sameer mee ree 64 36 
Total Ras es a ncs els oN AO Le oer ete 46 49 


1 Includes metal furniture, not shown separately 


I’59 over I ’58 


Higher Lower Higher Lower 


II ’59 over II 58 III ’59 over IIL ’58 «IV ’59 over IV ’58 


Higher- Lower Higher Lower 


59 35 73 22 59 36 64 34 
50 39 55 38 50 36 49 44 
53 41 62 a7 61 28 44 47 
59 38 73 21 59 34 54 40 . 
61 35 65 30 60 33 52 44 
73 24 82 18 58 42 58 39 
57 37 67 ar 58 33 53 fl 


Percentages for each quarter do not add to 100 because of divisions which reported no change in level of appropriations 


Based upon reports for 711 separate three-digit industrial divisions 
Source: Tus Conrprencre Boarp 


All three separately reported divisions in this group 
appropriated more in 1959 than in 1958. The approval 
rates for the second half of 1959, however, declined from 
those in the first half both in dollar terms and in per- 
centage terms. Thus the year-end trend was somewhat 
weaker than in the first half. Even so, between 1957 and 
1959 there has been a considerable improvement (35%) 
in this group’s approvals. 


NARROWER BASE FOR UPTURN 


Further evidence that the slowdown in the appropria- 
tion advance, which began in the third quarter of 1959, 
continued into the final quarter was furnished by the 
trend in the percentage of establishments or companies 
reporting higher approvals in these quarters than in the 


corresponding year-ago periods. For metalworking as a. 


whole, this so-called diffusion of the establishment 
reports reached a maximum of 67% in the second 
quarter of 1959. It declined to 58% in the third quarter 
and fell further to 53% in the last quarter. This trend 
adheres closely to that in the percentage changes of total 
metalworking appropriations for the same quarters, 
described previously. 

The six major industry groups, however, did not par- 
ticipate unanimously in the general decline in the last 
quarter. In primary metals, for example, 59% of the 
reporting units raised their appropriations in the third 
quarter, whereas 64% reported higher authorizations in 
the fourth quarter, thus confirming the fourth-quarter 
acceleration in the dollar totals. The instrument group 
maintained the same expansionary scope as in the third 
quarter (58%). 

The sharpest reduction in the percentage of estab- 
lishments reporting higher approvals occurred in non- 
electrical machinery, from 61% in the third quarter to 
44% in the fourth. Next were transportation equipment, 
declining from 60% to 52%, and electrical machinery, 
dropping from 59% to 54%. 'The reduction of one point 
in the percentage of higher reports for the fabricated 
metal products category was inconclusive. (Table 3 


shows the trends in the percentage of establishments or 

in the case of single-establishment firms, companies 

reporting higher and lower capital appropriations in the 

latest five quarters as compared with the amounts ap- 
proved in the corresponding periods a year before.) 

In the fourth quarter of 1959, fewer than 50% of the 
units reporting in fabricated metal products and in non- 
electrical machinery indicated higher approvals than in 
the same 1958 quarter. This was the first instance of the 
diffusion of higher reports falling beneath the one-half 
mark since the fourth quarter of 1958. 

A similar trend emerged in the percentages of the 
thirty-eight separate metalworking divisions that raised 
their appropriations in each quarter of 1959 above the 
approval levels in the similar 1958 quarters. In the first’ 
quarter of 1959, thirty of the thirty-eight divisions 
(79%) showed such increases. In the following quarter, : 
the figure rose to 87%, a survey peak. In the third 
quarter, the percentage fell back again to 79%, matching 
the first-quarter rate, and in the fourth quarter dropped — 
further to 53%, when only twenty divisions reported 
advances. In percentage terms, this matched the fourth- 
quarter diffusion of the company reports. Thus, accord- 
ing to virtually every statistical comparison, metal- 
working capital appropriations reached their maximum 
rate of growth in the second quarter last year. There- 
after, the rate of expansion tapered off in response to the 
uncertainties caused by the record-breaking steel strike. 


APPROPRIATIONS PER WORKER 


Table 2 provides information on capital appropria- 
tions per production worker by the three-digit indus- 
tries. These figures represent the sum of approvals over | 
the latest four quarters, with the influence of different 
establishment sizes removed by adjustment to a per 
worker basis. This adjustment is made by dividing the 
four-quarter sums of appropriations by the average 
number of plant workers employed in each division 
during 1957. 

Thus appropriations per worker measure the relative 
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levels of expected capital requirements in the various 
metalworking classifications on a statistically compar- 
able basis. Since they are weighted, these figures if 
applied to a single quarter would fluctuate to an extent 
unrepresentative of the industry when a large company 
appropriated unusually large or small amounts. In order 
to smooth out such misleading jumps and dips, the dol- 
lar approvals per worker shown in table 2 relate to the 
latest four quarters. 

By employing this method of measuring his own 
company’s authorizations, the reader can compare his 
firm’s approval rates, by division, with the average 
rates of all the reporting companies and establishments 
producing the same class of products. Special caution is 
urged, however, in interpreting differences in appropria- 
tions per worker between different three-digit indus- 
tries, because the influence of variations from industry 
to industry in the technological relationships between 
fixed capital and labor inputs cannot be statistically 
accounted for or eliminated on the basis of currently 
available information. 

Capital funds newly approved per worker during the 
period from the first quarter through the fourth quarter 
of 1959 varied from $2,493 in the primary metals group 
to $666 in transportation equipment. The largest rate 
among the three-digit divisions occurred in basic iron 
and steel (SIC 331), which reached $3,472 per worker. 
The smallest amount was $299, set aside in the railroad 
equipment industry. 

Authorizations per plant worker for all companies or 
establishments reporting in the latest survey amounted 
to $1,204 as compared with an estimated $1,268 for all 
units, reporting and not reporting, in the sampling base. 


COVERAGE AND METHODS 


The appropriation figures shown in table 4 differ from 
corresponding data in the previous report. These differ- 
ences occur because in the early period of a new survey 
the size and composition of the sample change. In the 
previous quarterly report, for example, 473 companies 
responded for 702 separate establishments. In the 
present quarter, there was a net addition of eight com- 
panies submitting approval data for nine more estab- 
lishments. 

In order that these changes in the samples do not 
distort the statistical comparisons, the data for these 
reports are recomputed in entirety from the initial 
quarter of the survey. Table 4 accordingly presents the 
appropriation record for an identical set of companies 
reporting for the entire twelve quarters of the metal- 
working survey. 

The “‘population” from which the survey samples are 
drawn is composed of 1,027 companies, each of which 
had at least one plant employing 500 or more production 
workers during 1957. This group of companies operates 
1,422 establishments, comprising the activity of 2,076 
plants. In the latest survey period, 481 companies 
reported authorization data for 711 establishments, 


Table 4: Capital Appropriations Reported in Metalworking, 1957-1959 


Millions of dollars 


SIC 1957 1958 1959 
ore Noni Code I I Il IV I Il Il IV I I Ii IV 
Metal furnituret/ 2s)s. 6/5908 ke 26 2.2 1.1 4.9 1.5 1.5 1.0 1.0 0.5 1.6 9.2 1.6 1.5 
Blast furnaces, steel works and roll- 
BNP TALIS os ese aes, aa yo-s nye cesta 331 324.2 138.8 93.5 94.7 51.7 72.1 136.3 104.9 464.2 182.3 112.8 331.4 
Tron and steel foundries.......... 332 8.6 154 145 10.4 5.8 4.4 5.4 6.4 9.9 8.2 8.9 8.7 


Primary smelting nonferrous metals 333 
(Secondary smelting nonferrous)... 334 40.3 116.9 9.3 46.0 31.8 29 14.0 48 30.3 28.3 33.0 10.0 


Rolling, drawing, extruding non- 


ferrous metals............00 335 20.1 82.3 138 284 1385 113 15.1 17.3 32.2 25.7 13.4 15.9 
Nonferrous foundries............ 836 19.2 0.8 0.2 2.9 2.4 0.3 0.9 0.2 0.8 3.8 7.3 1.9 
Miscellaneous primary metals..... 339 3.9 2.1 2.3 1.8 1.8 2.2 3.4 3.4 3.4 2.5 3.2 3.3 

Primary metals)... 02. ce ae 33 416.3 356.3 133.6 183.7 107.1 93.2 175.2 137.0 540.8 250.9 178.7 371.2 
Metal cans 13: cs0)s.6,<\0.010 6 ehaletainee. 341 14.9 12.6. 11.8 14.5 7.1 8.0 113 18.5 12.0 12.8 9.6 16.2 
Cutlery, hand tools, hardware..... 342 17.6 —6.4 8.2 6.0 0.7 0 1.3 3.8 3.2 2.5 10.7 29.7 
Heating apparatus(except electrical) 

and plumbing fixtures.......... 343 6.2 6.9 1.6 2.4 3.8 1.8 1.8 3.0 3.5 2.3 $.1 3.7 
Fabricated structural products.... 344 44 11.9 2.9 4 6.3 8.9 8.0 8.8 6.6 6.7 6.0 10.0 
Screw products and rivets........ 345 10.0 2.8 2.8 3.5 1.7 1.2 25- 42 1.9 4.0 2.3 3.7 
Stampings')/3sc0318 «:\esiosed BAe 346 6.5 4.6 2.4 2.2 4.0 2.6 6.5 4.7 15.7 5.3 6.7 4.0 
Coating, engraving and 347 re 

wire produgta. 7.0.0. 8S see ae 348 3.4 1.1 11 0.6 2.2 0.3 0.1 0.3 0.7 1.4 0.3 0.9 
Miscellaneous fabricated metal 5 

products]. éijc.yesar. ene Seen 349 4.5 4.8 3.7 4.5 2.9 3.7 2.0 4.0 3.0 2.6 21 2.8 

Fabricated metal products...... 3h 67.6 38.3 3845 41.1 28.7 26.0 33.5 47.2 46.6 $7.5 40.8 70.4 
Engines and turbines............ 351 14.6 32.4. 54 10.0 5.9 3.6 3:3 8.4 23.3 7.0 5.9 94.0 
Farm machinery and tractors..... 352 6.0 6.2 5.6 6.2 5.2 9.56 18.7 13.4 18.9 14.2 11.8 12.9 
Construction, mining, material- : 

handling equipment........... 353 95.5 16.8 8.5 7.1 26.7 5.4 5.6 58.2 84.0 27.9 11.7 11.7 
Metalworking equipment......... 354 
(Miscellaneous nonelectrical 16.0 8.5 5.7 74 6.5 3.8 8.2 5.8 9.0 6.7 11.1 6.4 

machinery)... 522s ore toe tee 359 
Special industry machinery....... 355 22.3 15.1 7.6 79. 318.3 152 TA 9.2 28.4 18.3 10.9 14.5 
General industrial machinery...... 356 20.7 9.8 90 104 15.9 6.5 6.9 9.3 24.9 16.1 $7.1 15.8 
Office, and store machines....... 357 13.7 73.2 185 478 19.3 200 19.9 32.6 21.0 27.7 35.6 46.9 
Service industry machines........ 358 4.7 5.7 1.3 2.9 1.4 5.1 1.9 2.1 2.4 3.1 4.8 3.2 

Machinery (except electrical).... 365 253.6 167.5 615 996 94.3 69.1 66.8 139.0 161.9 121.1 128.9 135.3 
Electrical transmission equipment.. 361 29.5 4.3 8.2 9.6 8.9 5.6 8.4 17.4 8.1 11.0 56.1 14.9 
Electrical industrial apparatus..... 362 14.1 7.9 6.0 7.0 9.0 6.7 3.6 15.2 9.0 25.8 7.3 11.4 
Household appliances............ 363 15.9 5.9 4.0 4.0 7A 3.5 5.4 3.6 8.7 10.6 6.1 4.6 
Electric light and wiringequipment. 364 3.1 2.5 12 4.0 2.3 1.4 1.0 5.1 2.8 5.4 8.1 6.5 
Radio and TV receivers........... 365 1.7 2.6 1.5 2.5 11 1.3 0.9 4.1 1.4 3.8 5.9 2.5 
Communication equipment....... 366 27.0 9.0 3.8 6.1 8.5 9.3 4.1 6.3 10.0 10.1 28.2 14.7 
Electronic components......... Wey tens 9.0 8.7 10.2 6.8 77" 10:9 740.2 23.0 21.2 22.9 12.4 18.3 
Miscellaneous electrical equipment. 369 14 1.3 1.5 2.6 1.0 0.7 0.6 1.0 1.3 2.4 1.3 1.0 

Electrical machinery........... 36 101.7 42.1 314 426 458 39.5 29.1 75.7 62.6 92.1 120.3 73.9 
Motor vehicles and equipment. .... 371 
(Motorcycles, bicycles, and parts).. 375 148.7 63.1 43.4 143.8 101.0 42.0 36.9 46.9 95.7 190.0 127.3 96.4 
(Miscellaneous)...............-- 879 
Aircraft and parts...) 0... ..sh ove 372 118.9 69.1 30.1 33.9 514 274 265 67.6 61.0 43.3 34.9 55.0 
Ship and boat building........... 373 6.0 4.8 3.2 2.8 8.2 1.9 2.2 3.8 6.4 1.5 2.5 1.6 
Railroad equipment............. 37h 1.9 1.6 Ll 3.7 3.0 1.1 0.9 1.3 2.1 1.4 3.1 12 

Transportation equipment...... 37 275.5 138.6 77.8 184.3 163.6 72.4 66.6 119.6 165.3 236.3 167.8 154.3 
Engineering and scientific research 

AUSEPUIIENMES cccereichs «aA saved ese ane 881 5.6 2.1 2.3 0.5 2.1 0.9 0.8 2.2 5.3 4.7 2.5 4.7 
Measuring and controlling instru- 

RVCULS food oiehate < athsee 9 6.25 eae tote ete 382 Leth 3.8 8.5 1.7 3.8 2.3 4.3 4.0 6.2 7.8 3.6 3.8 
(Optical instruments)............ 383 
(Medical instruments)........... 88h 
(Ophthalmic goods).............. 385 1.8 2.0 1.6 4.0 2.1 1 Wg 12 2.9 3.9 2.3 1.9 2.6 
(Photographic equipment)........ 886 
(Timing devices)..............+% 387 } 

Instruments, etc............... 38 15.0 7.8 7.5 6.2 7.9 5.0 6.3 9.2 15.4 14.8 8.0 11.0 

Total reported metalworking'..... .. 1,182.0 751.6 351.1 558.9 448.9 3806.3 878.5 528.1 9942 761.8 646.1 817.6 

Total estimated metalworking?....  .. 1,760 1,181 557 Shh 675 48h 603 832 1,588 1,186 1,022 1,299 


1 Excludes ordnance and accessories, SIC code 19, and miscellaneous metal manufacturing, SIC code 39 
2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 
Source: Tus ConFERENCE Boarp 
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which operated some 1,190 plants, the largest amount 
in the history of the survey.! 

_ While the reporting establishments now number ex- 
actly half such units comprising the sampling base, they 
accounted for almost 67% of the total employment of 
approximately 4,020,000 production workers hired by 
all eligible companies during 1957,? an indication of the 
size of the companies that predominate among the 
survey respondents. On the basis of employment, the 
response rate for the final quarter of 1959 equaled or 
exceeded 67% in eleven of the thirty-eight industrial 
divisions given separate treatment in this survey. 

The extent to which the three-digit categories are thus 
covered was described in table 10 of the report for the 
third quarter of 1959, published in the January, 1960, 
issue of The Business Record. In the fourth quarter, the 
coverage in ten industrial classifications was altered. 
The coverage in two divisions was reduced, but through 
the entry of new companies into the survey it has been 
raised in eight others.’ Outstanding increases have been 
achieved in the engine and turbine, office and store 
machine, and service industry machine divisions. 


Summary 


Metalworking capital appropriations staged a strong come- 
back during 1959. However, in the last half some slowing down 
in the pace of the recovery became evident. The trend in the 
latest period was bolstered by a sizable increase in capital 
allocations by the basic iron and steel industry. Without this 
strong support, the fourth-quarter rate of advance in metal- 
working approvals would have been 15% instead of 55%. 
This apparent weakening was caused mainly by cutbacks in 
important sectors of the electrical and nonelectrical machinery 


1 One fourth of the establishment reports are drawn from the survey 
of capital appropriations sponsored by Newsweek. These are com- 
panies with a single three-digit classification, for which there is no 
need to report the same figure twice 

2 This is 62% of all plant workers employed by firms with at least 
one plant of twenty or more workers, including the ordnance and mis- 
cellaneous metal manufacturing groups omitted from the survey 

3 The employment coverage for cooperating companies is revised 
from that in the survey for the third quarter of 1959, as follows: 


SIC Coverage, in Per Cent 

Industry Code II "59 IV ‘59 
fron and steel foundries..........eeeee0e 332 73 ho) 
Cutlery, hand tools, hardware. .....e.2+0. 342 64 65 
Heating and plumbing equipment......... 343 61 58 
Miscellaneous fabricated metal products... . 349 64 51 
Engines and turbines..........ceeeceeee 351 76 82 
Special industry machinery.........+.-s- 355 ARS Ih: 48 
General industrial machinery........+.++: 356 65 67 
Office and store machines.........+ees00% 357 67 74 
Service industry machines. .........seee0. 358 52 59 
Electrical industrial apparatus...........+ 362 47 48 
All metalworking. ........cececcceseece 66 67 


Through the entry into the survey of new firms, the plant employ- 
ment for the entire reporting sample increased from 2,662,000 workers 
in the third quarter to 2,673,000 in the fourth quarter. 

Estimates of amounts appropriated by the entire survey popula- 
tion of metalworking companies, shown at the base of tables 1 and 4, 
are calculated by dividing reporting companies’ appropriations in each 
period by the coverage ratios as shown in table 10, p. 23 of the Janu- 
ary, 1960, issue of The Business Record, as revised above, and by 
summing the quotients 
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industries, as well as in the nonautomotive transportation 
equipment industries. 

However, the trend of metalworking appropriations over the 
past year or so points to a steady rise in capital outlays extending 
through most if not all of 1960. This rise in expenditures for the 
steel and motor vehicle industries should be especially strong. 
It is noteworthy that the recent British Board of Trade survey of 
capital budgets also pointed to large boosts in capital spending 
by British steel and automobile producers this year. 

Uncertainties and competitive handicaps marred the expecta- 
tions of many metalworking divisions in the final months of last 
year. None matched the difficulties of gauging the near-term 
future caused by disruption of the flow of steel accompanying 
the prolonged steel strike. 

After the final settlement of this labor-management stalemate 
in the early days of 1960, metalworking was better able to 
appraise its capital requirements. Whether it will resume the 
sharp advance achieved in the first half of last year or will 
extend the slowing momentum of the final half into early 1960 
will be one of the major issues to be considered in the next 
quarterly metalworking survey. 


Morris CoHEN 

Martin R. GAInsBRUGH 
Assisted by 

Frrep STEVENSON 

Office of the Chief Economist 


Business Bookshelf 


The Price Discrimination Law: A Review of Experience—A study 
of the workings of the Robinson-Patman Act by an econ- 
omist who examines major problems of administration, 
notes problems of price discrimination that have turned out 
to be more complex than originally foreseen by the authors 
of the act, appraises the extent to which the act has met the 
problems it was designed to deal with, and suggests policy 
for the future. The author’s analysis is based both on the 
enforcement record and on interviews with a number of 
companies that were affected. By Corwin D. Edwards. The 
Brookings Institution, Washington, D. C., 1959, 698 pages. 
$10.00. 


A Social Profile of Detroit: 1956—A preliminary report of an 
interview survey focused primarily on two aspects of urban 
community life: (1) why an individual does or does not work 
and the meaning of work to him; and (2) the degree of 
consensus on important social issues (racial relations, re- 
ligion, civil liberties, etc.). Information on family income, 
labor force participation and residential mobility in Detroit 
is presented. By Department of Sociology and The Survey 
Research Center of the Institute for Social Research. Univer- 
sity of Michigan, Ann Arbor, Michigan, 1957, 83 pages. 
$1.50. 


Organization and Control of the Smaller Enterprise—The au- 
thor sets forth a group of management concepts essential to 
the successful operation of a small business. A bibliography 
on the subject and a selection of supplementary references 
of interest to the small business are also included. By 
Douglas C. Basil. The University of Minnesota Press, Minne- 
apolis, 1959, 97 pages. $2.50. 
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~ Selected Business Indicators 


1959 


February p| January | December | February 


Industrial production 
Total 1947-49=100 S$ r 168 165 155 
Durables manufacturing 1947-49=100 S$ 181 rv. 174 160 
Nondurables manufacturing 1947-49=100 S$ 159 158 150 


Wholesale prices 
All commodities 1947-49 = 100 119.3 118.9 119.5 
Farm products 1947-49 = 100 86.5 85.9 91.1 
Processed foods 1947-49 = 100 105.6 104.7 107.6 
1947-49 = 100 128.8 128.6 127.8 


1947-49 = 100 .d. 125.4 125.5 123.8} 
1947-49 = 100 a. 148.2 147.8 143.96 
1947-49 = 100 .d. 117.6 117.8 119.00 
1947-49 = 100 -d. 115.9 116.5 114.00 


Prices received and paid by farmers 
Prices received 1910-14= 100 231 228 243 
Prices paid? 1910-14=100 299 297 
Parity ratio® 1910-14=100 77 77 


Employment and unemployment* 
Total labor force Thousand persons - 70,689 71,808 
ivill Thousand persons 68,168 69,276 
Civilian employment Thousand persons 64,020 65,699 
Nonfarm employment Thousand persons 59,409 60,888 
Unemployment rate® Thousand persons S 5:2 5.2 


Nonfarm employment 
Total Thousand persons S$ 752,881 752,674 
Manufacturing®. ......-...- |. | ee Soe Thousand persons S$ 716,561 716,436 
Nonmanufacturing Thousand persons S 736,320 736,238 
Factory production workers in durables Thousand persons S$ rv 7,250 eos 
Factory production workers in nondurables Thousand persons S r 5,288 ry 5,280 


Average work week 
Total manufacturing g r 40.5 
Durables manufacturing % r u 41.1 
Nondurables manufacturing ; Yr is 39.8 


Average hourly earnings 
Total manufacturing........ BP a okies 0isi(s) e ecateverofe-are 
Durables manufacturing 


Average weekly earnings 
Total manufacturing........ Pee aids scans tedhes . 91.94 
Durables manufacturing B 99.87 
Nondurables manufacturing : 81.19 


(Survey of Business Opinion and Experience—part one on page 15) 


Personal income 
Billion dollars S A : 392.1 
Billion dollars S A 4 PA byt 
Billion dollars S A p 124.8 
Billion dollars S A , 27a 


Million dollars $ n.d. 4,046 
Million dollars S$ n.d. 3,776 
Million dollars S$ n.d. 270 
Million dollars n.d. 39,358 39,482 


; Million dollars S A 55,620 754,420 751,972 
‘ Total private Million dollars S A 39,744 738,976 37,728 
Private nonfarm residential Million dollars S A 22,260 22,092 21,120 


Business sales and inventories 
‘ Total inventories! Million dollars S n.d. 90,400 789,400 
Million dollars S$ n.d. 61,300 760,900 
* n.d. 1.47 ben we 


Retail trade: Durable goods stores 
Inventories!® Million dollars $ n.d. 11,250 710,980 
Million dollars S$ n.d. 5,895 5,328 
* na. 1.91 2.06 


Retail trade: Nondurable goods stores 
Inventories!® Million dollars S$ n.d. 13,230 713,330 
Million dollars S$ n.d. 12,247 12,157 
* n.d. 1.08 y 130 


Durables mfg.: Sales and inventories 
Inventories!® Million dollars S$ n.d. 30,622 730,085 
Million dollars S$ n.d. 15,352 714,975 
* n.d. 1.99 yr 2:01 


Nondurables mfg.: Sales and inventories 
Inventories!® Million dollars S$ n.a. 22,560 722,341 21,3836 
Sal Million dollars S$ n.d. 15,435 715,776 14,6026 
* n.d. 1.46 1242 1.465 
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Selected Business Indicators (Continued) 


hartbook 


Pages Series 


Merchandise exports and imports 
Fe DOr ts sete iia..: 5. sheers esate MEIN hae STR Vie ks 
PN POTES 5s oS athe oo< e550 2s cussed ee Me ee TEs 


Federal budget receipts and expenditures 
Mefense expendisured, . «<< jccsese vee snw sesame tes 
For quarterly data see below 


Money supply and turnover 
Money supply!” 2 
Demand deposits adjusted and currency’®......... 
Deposit turnover: New York City................ 


cd 


Deposit turnover: 337 other centers.............. 


Bank loans, investments and reserves 
NOOAIS Hs toe eeey< rei tafattaeicrers <teul omens bias 2 Cee eBIe> + 


Eight sensitive business indicators 
Residential building contract awards.............. 
Commercial, industrial building contract awards.... 
New orders, durables. ..........eeeeeeees Wee eis Se 
PAVETA PE WOLK SWE cle dicltaie's se) sls wishes ora StS levine Sot 
RA IMALELIAIS DYICES 5 ic 6.5 wisi ousisve cle ete s.ayavale susieie S'6,0 
COCK DIICeS, ITIAIStElalay /suckalv es 0» cle ergus’oassee, be ere.a< 
INGW THCOTDORALIONS «)c.0 pests or as5ele is eseixsare- crete e(ere eek 
ISIS NESS TAUMUTE v1. e suliake viele snerotera (buco Hotei aireracre « 


SO Or OO nn ff 


1960 1959 
Unit -- 
February p| January | December | February 
Million dollars N.@. 1,560 1,675 1,4006 
Million dollars na 1,137 1,478 1,154b 
Million dollars n.a 423 197 2466 
Million dollars 3,385 3,142 3,853 3,212 
Billion dollars 239.1 ry 242.4 246.1 236.8 
Billion dollars S 138.7 r 139.7 140.0 139.6 
TSA n.d. Dat 60.1 53.65 
TSA n.d 24.9 24.9 23.66 
Million dollars 94,471 793,567 95,850 83,728 
Million dollars 59,934 761,942 62,926 69,776 
Million dollars 36,622 36,285 37,582 31,354 
Million dollars n.d. — 394 —424 — 606 
RD) —1.58 r—1.58 —1.42 3.50 
S: 46.36 yr 47.94 49.52 36.28 
1947-49=100 S 167 r 168 165 155 
Thous. sq. ft. fl. sp. S 99,867 109,916 123,437 110,406 
Thous. sq. ft. fl. sp. S 34,032 37,705 31,335 30,651 
Million dollars S n.d. 14,231 714,757 13,9006 
Hours S$ 3.99 r 40.3 40.0 40.0 
1947-49 = 100 84.2 84.6 83.9 84.4 
1941-43=10 58.88 62.64 63.36 57.94 
Number S$ 15,312 15,789 16,539 16,483 
Number S 1,220 1,137 1,145 1,167 


Aine 1959 1958 
hartboo. = ; 
Pages* Series Unit IV Ill IV 
Quarter Quarter Quarter 
Gross national product 
2 SE OUAlm ere eee ts aie cn a dials Cie oss sls, cles ole ais elect nites Billion dollars S A 483.5 478.6 
Change in business inventories................... Billion dollars S A 3.0 =a 
______|__Final demand’................................| Billion dollars S A 480.5 479.6 
Components of gross national product 
Personal consumption expenditures............... Billion dollars S A 317.0 313.3 
3 Gross private domestic investment............ ...| Billion dollars S A 69.7 67.0 
Net exports of goods and services................ Billion dollars S A —0.6 0 
____|___Government purchases of goods and services.......| Billion dollars S A Sa 2oe8 
Disposition of personal income 
PELSONAMINCOMENE. a0 5 ha leya cals e ore. sera 4 nash sPopaumpe Billion dollars S A 386.8 381.0 
13 Disposable personal income..............e2-00005 Billion dollars S A 340.8 33051 
Personal consumption expenditures............... Billion dollars S A 317.0 313.3 
HLOTROUALISA VATE 08 dilie eli coud els Mie ae siete wa Gewe'e Sebel Billion dollars S A 23.7 21.9 
Corporate profits! 
INetibeforetaxes.;.. vicia octatoceree ool oak ee Billion dollars S A n.d. 
1 5 Tax liability..... euaiovalayela aimuauele mele tiereee sea He secben ecucEee Billion dollars S A n.d. 
Net profits........ mie bree hee sia ah On ates eae Billion dollars S A n.d. 
Dividend payments.............. Sa ae b SItae. Billion dollars S A 13.6 
WRECRINIEGGAPNINGS foe es cc ccs eo wisie cuca Cae des ones Billion dollars S A n.d. 
Business expenditures for plant and equipment 
| 6 Eotal these oaiashs Soraya Sah Peres BAe Seteiwecwvers Billion dollars S A r 33.584 
Manufacturing...... ova Seie Once Reale Mila a evsiartie e) oreo Billion dollars S A r 12.87a 
INONIMANUTACEUFING 305 Te. Kiaratels idles eerare Sa lOeeversters Billion dollars S A ry 20.71a 
Federal budget receipts and expenditures E 
Receipts..... ee fee ae ce Se ah ie hee Million dollars 16,502 
24 ECR peetardik CALNE ne ane fay aie bcvclain Siete ehichace shovel ate dna onayen cs Million dollars 20,310 
Surplusior Ueficitiy.. voce soe ace e Cia wes Shak Million dollars — 3,808 


For monthly data see above 


jources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
partment of Agriculture; Bureau of the Census; Securities and Exchange Commis- 
1; eg Department; F. W. Dodge Corporation; Standard & Poor’s Corpora- 
1; Dun & Bradstreet; National Bureau of Economic Research; Taz CoNFERENCE 


ARD. 
Excluding farm and food. 2 Including interest, taxes, and farm wage rates. * Prices 
sived divided by prices paid. 4 Series redefined in 1953, and in 1957. § Unemploy- 
at as per cent of labor force. § Includes nonproduction workers. 7 Excludes personal 
tributions to social security included in components. § Includes wages aan islaries 
| “other labor income.” 9 Extensions minus ig fem 10 End of period. 4 In- 
Jes t-aid shipments. Privately held; includes demand and time deposits 
to exclude U. S. Government and interbank deposits, and currency outside 
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banks. 1 All member banks; Wednesday nearest end of period. 4 Commercial, indus- 
trial and farm loans of weekly reporting member banks; Wednesday nearest end of 
riod. Starting with July 1959, not comparable to earlier data; includes loans to non- 
ank financial institutions. 1* Gross national product less change in business inven- 
tories. 6 All data are before inventory valuation adjustment. S—seasonally adjusted. 
A-annual rate. a—For the I Quarter of 1960, revised anticipated outlays are: Total, 
35.82; Manufacturing, 13.89; and Nonmanufacturing, 21.43. b-January, 1959 for 
monthly data; III Quarter 1958 for quarterly data. p—preliminary. r—revised. * End- 
of-month inventory, divided by sales during the month. t Debits divided by deposits. 
jt Diffusion index stated as the average duration in months of expansion or contrac- 
tion. n.a.—not available. “ Chartbook of Current Business Trends (Seventh Edition), 
Tuer ConFrEeRENCE Boarp, 1959. Copies available to Board Associates on request 


Announcements of 
Mergers and Acquisitions 
October 11, 1959—November 10, 1959! 


[Concluded from March issue] 


Acquirer oie, 
Description and Assets in Millions 


Unexcelled Chemical Corp. ($3.1) 
Pyrotechnics, paints, varnishes, and 
allied products mfr. 

Union Tank Car Co. ($220.4) 

Railway tank cars lessor and steel 
products mfr. 

United Board & Carton Corp. ($9.9) 
Paperboard, folding cartons, corru- 
gated containers mfr; paperboard 
mills operator 


United Industrial Syndicate, Inc. (over 
$1.0)* 


United Marine, Inc. ($2.7)? 
Wood pleasure boats mfr. 


Vornada, Ine. 
(Formed by merger of) 


Ward Baking Co. ($30.6) 
Bread and cake mfr. 


Acquired Unit 
Description and Assets in Millions 


R. R. Williams Ince. (n.a.) 
Pre-moistened paper towels, deodor- 
ants, and baby products mfr. 


Smith & Loveless, Inc. (n.a.) 
Sewage pumping installations mfr. 


Interstate Container Corp. (over $1.0)* 
Shipping containers mfr. 


G. Krueger Brewing Co. ($6.5) 
(80% of the common stock of) 
Beer and ale mfr. 


Colonial Boat Works, Inc. (over $.1)* 


Richardson Boat Co. (over $.3)* 


Two Guys From Harrison, Inc. ($15.7) 
Discount store chain operator 


O. A. Sutton Corp. ($8.1) 
ras air conditioners, and heaters 


New ‘England Bakery (n.a.) 
Bakery (Providence, R. I.) 


1See The Conference Board Business, Record, November, 1957, and May, 1959, 
for sources and methods used in this compilation and analysis and summary 


of record 1958 mergers and acquisitions 


2 Including Colonial Boat Works, Inc. and Richardson Boat Co., ‘‘Moody’s 


Industrials,’’? November 10, 1959 


* Estimated minimum capital from Thomas’ Register of American Manu- 


facturers, 19659 


Mergers and Acquisitions 
November 11, 1959—December 10, 19591 


arn Acqu 
Description and Assets in Millions 


rer 


Acoustica Associates, Inc. ($2.0) 
Ultrasonic cleaning systems mfr. 
American Brake Shoe Co. ($117.3) 
Brake shoes, cast steel wheels and 
track accessories, etc., mfr. 
American  Broadcasting—Paramount 
Theatres, Inc. ($155.9) 
Theatre chain, and radio and tele- 
vision stations operator 
American Buff Co. (over $1.0)* 
Buff wheels and platers’ supplies mfr. 


American Dryer Corp. (over $.1)* 
Dyers and emergency lighting units 
Tr: 


American Fabrics (n.a.) 
Magazine publisher 

American Hos “igi Supply Corp. ($31.2) 
Hospital and laboratory supplies dis- 
tributor 

American-Marietta Co. ($226.3) 
Paints, resins, chemical and concrete 
products, etc., mfr. 


oe 


American Seating Co. ($29.1) 
Seats and furniture for schools, 
churches and theaters, etc., mfr. 


Acquired Unit 
Description and Assets in Millions 


Ender-Monarch Corp. (n.a.) 
Illumination equipment mfr. 


Raymond Atchley, Inc. (n.a.) 
Electro-hydraulic and pneumatic 
controls mfr. 

Prairie Farmer Publishing Co. (n.c.) 
Farm magazines publisher 


J. J. Siefen Co. (over $.3)* 
Buffing compounds and spray equip- 
ment mfr. 


Totalisator for Industry, Inc. (n.a.) 
Totalisator mfr. and servicer 


Department Store Totalisator, Inc. 


n.d. 
Totalisator mfr. and servicer 

U.S. Track Services Corp. (n.a.) 
Totalisator mfr. and servicer 

Supa-Lite Displays, Inc. (n.a.) 
Totalisator mfr. and servicer 

Digitron Transcriber, Inc. (n.a.) 
Totalisator mfr. and servicer 

Western Totalisator Co., Ltd. (Canada) 


n.d. 
Totalisator mfr. and servicer 
Hedgehog Press, Inc. (n.a.) 
Book publisher 
Massillon Rubber Co. (over $.1)* 


Van Arsdale Laboratories, Inc. 

(Enzyme maintenance products line 
of) (n.a.) 

Steel City Electric Co. (over $1.0)* 
Electrical, plumbing, and heating 
products mnfr. 

Northern School Supply Co. (n.a.) 
School supplies distributor 


Acquirer 
Description and Assets in Millions 


American Ship Building Co. ($12.2) 
Ship builder and repairer 

Anaconda Co. ($1,056.6) 
Copper and zine producer; nonferrous 
metal products mfr. 

Beckman Instruments, Inc. ($31.3) 
Precision analytical instruments mfr. 


Bostrom Corp. (over $1.0)* 
Shockproof suspension seats mfr. 


Brown & Sharpe Mfg. Co. ($32.1) 
Machine and precision tools mfr. 

Charles Bruning Co., Inc. ($27.9) 
Engineering and drafting equipment 
Sisterator and copying machines 
mfr 

Buell Engineering Co., Inc. (n.a.) 
Dust collecting systems mfr, 

Burlington Industries, Inc. ($483.6) 
Textiles mfr. 

Carter Hotel Operating Corp. (n.a.) 

Celanese Corp. of America ($340.1) 
Synthetic fiber and chemicals mfr. 


Century Chemical Corp. (n.a.) 


Chesebrough-Pond’s, Inc. ($36.1) 
Petroleum jellies, hair tonics, 
metics, and cough syrup, etc. 

Chromalloy Corp. ($2.4) 

Grey iron castings, rocket fuel, and ex- 
plosive devices mfr.; chromizer of 
non-ferrous metals 

Clute Corp. (over $.1)* 

conveyors mfr. 

Colgate-Palmolive Co. ($334.5) 

Soaps, detergents, and toilet prepara- 
tions mfr 

Columbia Pictures Corp. ($77.8) 
Motion pictures producer and dis- 
tributor 


a 


The Columbus Citizen-Journal 
(Formed by merger of) 


Conrad, Ine, (n.a.) 
isky wholesaler 


Contadina Foods, Inc., (n.a.) 


Continental Oil Co. ($619.7) 
Integrated oil producer 

Crane Co. ($224.1) 
Valves, plumbing fixtures, heating 
apparatus, and aircraft accessory 
equipment mfr 


Debco Corp. (n.a.) 


Detroit Gasket & Mfg. Co. ($14.5) 
Metallic and non-metallic gaskets, 
Wetter body trim supplies, etc., 


Acquired Unit 
Description and Assets in Millions 


Automobile Transport, Ino. (n.a.) 
New cars carrier 

Butte Copper & Zinc Co. 
(Montana mining properties of) (n.a.) 


Harold Kruger Instruments (n.a.) 
Chemical analysis equipment, pre~ 
cision metering pumps, etc., mfr. 

Tool-Lab, Inc. (over $.1)* 

Precision electric meters mfr. 

Hickman Industries, Inc. (over $.1)* 
ta a i chassis torsion suspensions 

ite , 

American Twist Drill Co. (over $.3)* 
Twist drills mfr. 

Paragon-Revolute Corp. (over $.5)* 
Blueprinting and allied reproduction 
equipment mfr. 


The Northern Blower Co. (over $.1)* 
Bag-type dust collectors mfr. 

Princeton Knitting Mills, Inc. (n.a.) 
Knitted fabrics mfr. : 

Wellington Hotel (Albany, N. Y.) (n.a.) © 

Royal Mfg. Co., Inc, (over $.5)* 
Plastic bottles and containers mnfr, 

Chemo Puro Mfg. Corp. (over $.3)* 
Pharmaceutical chemicals, feed addi- 
tives, etc., mfr. 

Oil & Chemical Terminals, Inc. (n.a.) 

Oil & Chemical Products, Inc. 
(Asphalt Div. of) (n.a.) 

Mauvel, Ltd. 
(Aziza Eye Cosmetics div. of) (n.a.) 
Eye cosmetics mfr. 

Sintercast Corp. of America (over $1.0)* 


sou and metals for nuclear = 
re 


Asbestos Bonding Corp. (n.a.) 
Asbestos deposit lease-holder 

Lakeside Laboratories, Inc. ($3.4) 
Drugs mfr. 


Broadcast Music, Inc. (n.a.) 
(Certain assets of) 
Music copyrights holder 
Station KTVT (Television), KDYL 
Oe and FM Radio) (Salt Lake City) 

na 

The Ohio State Journal (n.a.) 
(Published by Dispatch Printing Co. a 
Morning daily newspaper 

The Columbus Citizen (n.a.) F 
(Published by Scripps-Howard News- 
papers) f 
Afternoon daily newspaper . 

Grosscurth Distilling Co. (n.a.) : 


Diplomat Foods, Inc. 
(Plant eae assets of) (n.a.) 
Food packer 
Westex Oil (n.a.) 
Service stations operator ; 
Pipe Fabricators, Inc. (over $.1)* 
ipes fabricator 


Canadian Pittsburgh Piping, Ltd, 
(Canada) (n.a.) 
Pipes fabricator 
Scovill Mfg. Co. 
(Business of ‘Lyndon Aircraft, Inc., 


n.a.) 
Vibration dampers, control valves, 
and rotary and linear actuators mfr. 
United Steel & Wire Co. 
(90% of the stock of) ($1.5)? 
Arvey Corp. 
(Automotive div. of) (n.a.) 
Automobile interior trim mfr. 


div. of) ( 


— as a Y 


[To be concluded] 


for sources and methods us 


of recorded 1958 mergers and acquisitions 
2 Purchase price, Standard Corporation Daily News, December 4, 1959 
* Estimated minimum capital from Thomas’ Register of American Manu- 


facturers, 1959 


, 
§ 
1See The Conference Board Business Record, November, 1957, and May, 1959, _ 
h ed in this compilation and an analysis and summary ~ 
BUSINESS RECORD 


In the April Management Record 


Developing Managers for Decentralized Operations: The decentralization of a significant 
number of companies in the last decade or so has increased the need for competent managers 
and focused more attention on management development as a means of obtaining them. But 
management development means many things to many people; and changing times have 
brought about changing emphasis in development programs. For instance, the idea that the 
good boss functions as a kind of counselor-psychotherapist to the men who report to him has 
lost ground to the concept that a man’s performance on the job should be the primary target 
of concern in the superior-subordinate role. Also, searching questions are being asked about 
how the particular organization of a company affects its development programs. 


Organization Planning—Decentralization Reconsidered: Has management gone overboard on 
decentralization? Has there been too much delegation of managerial authority, too much 
diffusion of responsibility? Of late, some managements have emphasized the need for tighten- 
ing central controls to counter rising costs and intensified competition. Many argue that 
decentralization has been applied indiscriminately, while others claim that the problem is 
one of incorrect application. But most agree that a reevaluation is necessary. A recent 
Conference Board Round Table attempted such a reevaluation. Among the topics examined 
by the speakers were the functions of executive management; how decentralization can help 
management carry out these functions; the changes in corporate attitudes, organization, and 
control that are required for effective delegation of authority; functional vs. product decen- 
tralization; and the role of central staff as a control agency. 


Now—a graphic guide to consumer markets... 


A new Board publication of current information on consumer market trends is off 
the press. This “Graphic Guide to Consumer Markets” includes more than 180 
charts on the consumer and his behavior in the market place. 


Supplemented by simple tabular and text material, the Guide should prove indis- 
pensable to persons engaged in consumer marketing and marketing analysis, meeting 
their need for a single convenient book of basic consumer information. Banks and 
other financial institutions, advertising agencies, teachers, sociologists and others 


should also find the book useful. 


Charts are attractively presented in color, with about half of them drawn to permit 
progressive updating through the use of special material that will be published 
monthly in The Business Record. Population, income, expenditures, markets, adver- 
tising, prices, production and distribution are among the general areas covered by 
the Guide. 


Initial copies of the new “Graphic Guide to Consumer Markets” are available to 
Associates upon request, without charge. Additional copies may be obtained at $3 
each, with the Board’s usual discount for bulk orders. Non-Associates’ price is $35, 
including a monthly mailing of updating material. 
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